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They're Getting Away from It All 
by the Millions! 


The biggest factor in today’s explosive exodus 


OW many Americans would you 

say live in the suburbs today? 

Five million? Twelve million? Or per- 
haps even twenty million? 

The answer: more than 45 million, 
or more than one-fourth of the total 
U. S. population of 168 million. And 
a suburban population of more than 
63 million is predicted for 1975! 

Suburban homes once were regarded 
as within the means of only the well- 
to-do. But Suburbia today is fast be- 
coming the away-from-it-all retreat 
of America’s great middle-income 
group . . . families whose earnings 
average about $6,500 a year. 


What’s Behind this Revolution? 


This concerted, postwar rush to the 
suburbs could hardly have come about 
without the automobile. 

By freeing the American worker 
from the necessity of living in the 
immediate area of his job, the auto- 
mobile made possible a more pleasant, 
a more spacious, a generally more 


NATIONAL STEEL 


GRANT BUILDING 


enjoyable way of life for millions of 
people. 

And it’s a way of life now solidly 
based on automotive transportation 
—the family car, the delivery truck, 
the school bus. For even most of those 
who commute to the city by train or 
bus, drive or are driven to the station 
or bus stop. 

Suburban living is mobile living. It 
is revolutionizing marketing practices, 
supplying a dynamic stimulus to our 
whole economy. It has opened up 
elaborate new networks of roads and 
expressways for swift, convenient link- 
age of city and suburb. It has created 
magnificent new shopping centers with 
acres and acres of parking space, where 
everything from the homeliest of nec- 
essities to the costliest of luxuries is 
available. 

It has made the drive-in an 
American institution. Today, the sub- 
urbanite can bank, shop, eat, be 
entertained, leave and collect laundry, 
without ever leaving his car. 














from city to suburb is the automobile 


It’s a Two-Car World 


Suburbia, with its new patterns «f 
business and living, is probably tle 
largest single reason for today’s rap:d 
growth in the number of multi-c:r 
families. The pursuits of differe: t 
family members vary widely; long: r 
distances must be traveled by each. 
One family car is no longer adequat:. 

Today, two cars are virtually a 
family must . . . with the popular and 
versatile station wagon widely 
favored as the “second car.”’ So the 
automobile has greatly expanded the 
scope of suburban living, and Sul)- 
urbia reciprocates by creating the need 
for more and more cars. 


National’s Role 


We at National Steel take pride in 
the great contribution of the auto- 
mobile to the health and well-being 
of our people and our nation. Because 
National Steel, through three of its 
major divisions—Great Lakes Steel at 
Detroit, Michigan, Weirton Steel at 
Weirton, West Virginia, and Th« 
Hanna Furnace Corporation at Buf- 
falo, New York—is an important 
supplier of the steel and iron used 
by automobile manufacturers. 

Through the skilled engineering and 
manufacturing of the automobile in- 
dustry, this nation each year enjoys 
safer, stronger, more economical cars. 
Our constant goal—-through research 
and cooperation with the automobile 
industry— is to make better and better 
steel for still greater safety, strength 
and economy in the cars and trucks 
of today and tomorrow. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 


Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation ¢ 
Hanna Iron Ore Company « National Steel 
Products Company ¢ The Hanna Furnace 
Corporation ¢ National Mines Corporation 
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Southern California 
Edison Compan ry 


DIVIDENDS 


The Board of Directors has 

authorized the payment of the 

following quarterly dividends: 
CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 


Dividend No. 27 
25/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 4 

26/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 36 

3012 cents per share. 


The above dividends are pay- 
able November 30, 1956, to 
stockholders of record Novem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, November 30. 


October 19, 1956 


7 


P. C. HALE, Treasurer 
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CONTINENTAL 


CAN COMPANY, Inc. 


160th 
COMMON DIVIDEND 
A regular quarterly divi- 
dend of torty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable Decem- 
ber 15, 1956, to stock- 
holders of record at the 
close of business Decem.- 
ber 3, 1956. 
48th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable January 2, 1957, 
to stockholders of record 
at the close of business 
December 14, 1956. 


LOREN R. DODSON, 
Secretary 
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Probably no other maker has ever brought you 
four distinctive new cigarettes in one year. 
Certainly no other has ever packaged them so superbly! 
The Flip-Top, Crush-Proof box is the most suitable, 
most convenient package for these richly 

blended brands. It is another Philip Morris first . . . 
perfected after years of imaginative research, 
experiment and planning. 

Look to Philip Morris to set the pace now 

and in the future—to bring more pleasure to 

more smokers everywhere. 


Ye se 2 2 OF M O R R 


PRODUCTS OF 
PHILIP MORRIS 


PRODUCTS OF 
CREATIVE 
RESEARCH 





COMPARISON OF EARNINGS 

















9 MONTHS ENDED SEPTEMBER 30 
NET SALES . 
NET INCOME AFTER TAXES 
EARNINGS PER COMMON SHARE 





3 MONTHS ENDED SEPTEMBER 30 1956 

NET SALES $86,200,451 
NET INCOME AFTER TAXES 3,437,834 
EARNINGS PER COMMON SHARE $1.10 


$240,462,440 
9,245,441 
$2.93 


1955 
$74,488,628 
3,370,626 
$1.08 


$204,087,555 
8,278,505 
$2.60 
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Business 


The Trend of Events 


THERE WILL ALWAYS BE AN ENGLAND ... No one should 
sell Britain short. This hardy breed, richly endowed 
with human resources and ingenuity, is not given to 
sitting on their hands. 

The world was reminded of these qualities the 
other day when Queen Elizabeth pulled a lever that 
ushered in a new age of power for her people that 
will increase and insure a sufficient supply of energy 
and enable them to move ahead in this great revolu- 
tionary age. 

Electrical energy, generated by nuclear fission, 
was added for the first time to the British power 
network, and the people were given the assurance 
that 19 years from now the output of atomic power 
would certainly be more than the total electricity 
output of all the power stations supplying the coun- 
try’s needs today. 

And what is more, the urgency that has speeded 
atomic power in Britain will be felt throughout 
Western Europe, for it can readily bring power self- 
sufficiency to these energetic peoples. Moreover, it 
should serve to speed the alignment of these countries 
and help solve their common problems—build trade 
and even power as a great political entity, for which 
there is a real need as a bulwark for peace. 


press that made them look like pensioners. The text 
of the Yugoslav note says: 

“Owing to the fact that aid to Yugoslavia was 
increasingly discussed and examined in the United 
States press and certain United States circles in a 
way that made a deep impression on our people, 
the Yugoslav Government proposed to the United 
States Government the adoption of a new type of 
economic cooperation that would enable Yugo- 
slavia to purchase United States agricultural sur- 
pluses under long-term credits, to be repaid in 
dollars or some other corresponding currency. 

“In the opinion of the Yugoslav Government, 
this would correspond to the interests of Yugo- 
slavia and the United States, and make possible 
the further promotion of cooperation and under- 
standing between our two countries. 

“Thus certain commentaries that do not con- 
tribute to mutual confidence and friendship would 
be avoided.” 

What one Yugoslav spokesman said sums up the 
feeling of many foreign nations: “We are certain 
that good relations will continue even if you decide 
to cut Yugoslavia off without aid. But we are not 
children and would not like to be treated as such.” 

Let us face the fact that 





THE NOTE FROM YUGOSLAVIA 
... We found Tito’s response 
to the curbs imposed by this 
Government on its aid pro- 
gram to his country to be 
very interesting indeed. 
While saying that they very 
much appreciated the aid 
given thus far, it was clear 
hat they resented the con- 
inuous discussions in the 


miss it! 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of 
the Business Analyst. This new depart- 
ment presents a valuable market analysis 
of importance to investors and business 
men. To keep abreast of the forces that 
may shape tomorrow’s markets, don’t 


too many inept statements 
are continually being made 
that antagonize countries 
that should be most friendly 
to us, and which cause them 
to resent us, as in the case of 
Yugoslavia, where the impli- 
cations create the impression 
that our loans are not de- 
signed to help the Yugoslav 
people, but are given to en- 
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able them to remain free and independent from the 
Kremlin. And Tito says that there is no threat to 
the independence of Yugoslavia from Moscow. 

Let us take him at his word on this score and also 
grant him the long-term loans he prefers rather than 
grants, 

We might add that it seems silly for us to force 
bounty on others when a loan is the better way to 
maintain friendship. 


REASON FOR CHEER... Such terms as boom, peak 
and record are headline words for American manu- 
facturers of textile products. The industrial boom of 
1955 gave a lift to the textile people, their earnings 
rising to nearly a third of a billion dollars. That rep- 
resented a near-threefold increase from the doldrums 
of recession 1954. But the 1955 showing appears ex- 
ceedingly lean alongside the annual average of al- 
most $900 million earned in each of the three years 
following the end of World War II. 

If it be true that misery loves company, then any 
burdened business man will find a boon companion 
among textile producers. These are people who have 
been forced to cope with the battles between the 
fibers, natural and synthetic; the difficult competi- 
tion from Japan, where labor costs are the merest 
fraction of those prevailing in this country, and the 
equally difficult competition among domestic produc- 
ers, Whose wares now are selling for less than they 
brought in the years preceding the Korean War. 

There were other problems, to be sure. There was, 
for one thing, over-capacity and, for another thing, 
a Congress that decreed wages should rise this year 
to a $1 hourly minimum from 75 cents. Nor has the 
industry escaped the mounting costs that more for- 
tunate businesses have been able to offset by price 
hikes and increased efficiency. Headed steadily up- 
ward are such items as textile machinery, shipping 
costs, fuel bills and a long list of others. 

Now, it seems, there is reason for cheer. Our Gov- 
ernment has gotten the Japanese to curb exports of 
their cottons to this land. The trade has effected 
price increases over a wide area. Demand, neverthe- 
less, has picked up. 

If textile producers are not nearly as jubilant as 
steel-makers, at least they are confident of better 
days ahead. One of the kingpins of the textile indus- 
try has found its unfilled order position is at its 
highest point in history. 


THOSE NEW CARS... The public, by now, has been 
treated to the spectacle of 1957 model automobiles, 
with more to come. A person may have preferences 
of his own but, like the pitchman going to the hard 
sell, we can only say that all of the new machines 
appear to be bigger, better and more luxurious than 
ever. 

We leave it to the economists and analysts to prove 
conclusively that the average American, up to his 
ears In debt on his present car, the old homestead 
and his new appliances, will not be in the market for 
a new car in the months ahead. As for ourselves, we 
would hate to be forced into a prediction of what 
the American family will do on being confronted 
with this new line of sleek chariots. The American 
species of homo sapiens find well nigh irresistible 
285 horsepower locked in the latest streamlined ve- 


hicle set off with wrap-around bumper and unob- 
structed vision. 4 

A bow, in the general direction of Detroit, is in 
order for those intrepid men who would no more 
think of producing cars from year to year without 
refinements than would their customers of foregoing 
the pleasure of riding the car of tomorrow produced 
today to be paid for next year. 


MORE NICKEL IN SIGHT... Quite a few companies have 
been incurring extra costs in order to obtain pre- 
mium and grey market nickel. This is one of the few 
remaining industrial commodities that remain 
scarce. For such corporations as have found it hard 
to come by nickel, there is welcome news, indeed. 

The Government has diverted to industry an adci- 
tional 5 million pounds of nickel originally set asi le 
for the current quarter. Previously, 20 million poun |s 
of nickel was diverted for the period. 

In addition, the Office of Defense Mobilization hs 
decided the Government will issue no calls for nicke 
for the stockpile during the initial quarter of ne< 
year. It will mark the first time since the Kore: n 
War that Washington will not be in the market for 
nickel. In 1956 the Government diverted nearly +0 
million pounds of the metal to private industry. 

For corporation executives and stockholders alike, 
it would be gratifying not to have to report that ex 
cessive costs of nickel were partly responsible f 
depressed earnings. That day may not be far distant. 


iA 


of 


3 


RESURGENT JAPAN ... We have had occasion ‘o 
chronicle the amazing recovery of West Germany. |n 
its own way, the resurgence of Japan is no less as- 
tounding, for this is a small, congested land poor in 
natural resources. Her next-door neighbors are the 
bitterly hostile Communist Powers, kept at bay by 
Japan’s alliance with the United States. 

If the Japanese are poor in land resources, they 
also are among the most richly endowed people in 
energies and intelligence. Like the people of West 
Germany, they chose the free-enterprise road to 
achieve their comeback as a mighty economic Power. 
Their ability to produce such varied items as textiles, 
cameras and allied instruments, plywood and ma- 
chinery for a world-wide market continues to be 
legendary. 

While the Japanese recovery is nothing to make 
an American, or even a European envious, the stand- 
ard of living in that bustling Oriental land has im- 
proved substantially. It is no exaggeration to say 
that the Japanese are living better than ever before. 
Like the Germans, they have gotten the military, with 
its insatiable demands, off their backs. Now, their 
labor is bearing such things as cars, appliances, tele- 
phones and other creature comforts. The country has 
some 13 million radios, there is a television set and 
a washing machine for every 200 homes and 1.3 mil- 
lion motor cars are in use. More important, they are 
better housed, better clad and better fed. 

The experience of Japan and West Germany is a 
worthwhile reminder of the improvements that 
could be attained if the world were rid of an arma- 
ments burden and able to turn to the products 
that constitute true wealth. Speaking for all Ameri- 
cans, President Eisenhower has held out this vision 
many times. 
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As. 9 Seo Ge! 


By CHARLES BENEDICT 


THE NEW TURN OF FORTUNE IN THE MIDDLE EAST 


... of the most significant developments in 
recent days has been the bolstering of British forces 
in Jordan with an increased number of jets, tanks 
and artillery that places Britain once more in a 
formidable position in that part of the world. 

It was interesting to note how quickly London 
took advantage of the Israeli-Jordan border clashes 
to move in military strength in accordance with the 
terms of her treaty 


thinking and action. The Soviet has suffered a dis- 
aster of the first magnitude. Certainly what is hap- 
pening today in Eastern Europe should give the 
Arab world a great shock about Russia’s power and 
strength—and the character and goal of the Russian 
Regime, and its instability. 

This state of affairs can be effectively used by the 
British, who are now on the spot, to counteract 
Nasser’s attempts to 





anc, at the same time, 
kept Iraq from send- 
ing in troops as was 
cor templated. 

“his step had the 
effect of pacifying 
the Israelis, who felt 
that the British aim 
was directed toward 
preventing the out- 
break of serious hos- 
tilities, regardless of 






throw them out of 
Jordan and to cripple 
Russian influence. 
We can expect the 
most desperate kind 
of cloak-and-dagger 
episodes to take place 
in that part of the 
world, notorious for 
this type of diplo- 
macy — because both 
sides are playing for 























































































the threatening very high stakes. Al- 
words used. ready we hear of the 

With this bold ac- intrigue to rag 
tion, Britain, without ul the governments o 
challenge from any NATIT | Iraq and Jordan by 
quarter, achieved the g|| Mh i HI] i do wi Major General Fon 
sought-after result of — }\\\\\\\ | uA Abu Nuwar, the Jor- 
strategically - placed | a) i Ht sau = danian Commander, 
forces, with strength ae | TATA TINT Ht who is reliably re- 
and striking power wppumnbaued i ii Hi if I ify | Sack Wees fouil ported to have been 
vis-a-vis Nasser—and RAD NATIONS WITH MUTUAL | NL! 20,000 Troops urging the shelving 
pointed up the fact of young King Feisal 
that Jordan and Iraq and aging Premier 


were still depending on Britain and were not looking 
to Col. Nasser to defend their borders. 

Sensing the danger, the Egyptian Embassy, with- 
out waiting for the results of the Jordan election, 
announced General Abdel Hakim Amer, Egyptian 
Army Commander, accompanied by a large staff, 
was arriving in Amman immediately to offer jets 
and military aid in a determined effort to pressure 
Jordan into shelving the British alliance and re- 
placing it with a treaty of defense with Egypt. 

In the meantime, a third force, Russia, has fore- 
ibly come into the picture. The election news shows 
that a combination of the various Nationalist, So- 
cialist and Pro-Communist Groups are in the as- 
cendancy—so well have the Communists succeeded in 
integrating themselves in the Arab world—and for 
the first time in a position to challenge Nasser as 
well as Britain. 

What effect, however, the defection of Poland and 
the seething in the other satellite countries will 
have on Soviet fortunes remains to be seen. It is 
certain that Khruschev’s attempt to use armed force 
to put down the rebellion will give pause to Arab 
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Nuri es-Said, and to turn both Iraq and Jordan into 
military dictatorships similar to Egypt. 

Up to now the West has fallen back in a continu- 
ous retreat before the Russian juggernaut. This time 
Britain and the West have a golden opportunity to 
salvage their position and to cement a friendship 
with the Arab world that may reduce the tensions 
and usher in an era of mutual understanding that 
should lead to peace and stability to our mutual 
benefit. 

As far as Nasser is concerned, undoubtedly he is 
viewing with consternation the Russian entrance 
into the area of power he has mapped out for him- 
self. He’s on the spot as far as going to Russia for 
help is concerned. 

And this new development might completely alter 
the Suez Canal impasse and bring a favorable set- 
tlement. 

Until now, the West has lacked a vigorous and uni- 
fied policy of dealing with the Arab world. If it fails 
now, there is small likelihood that it will again have 
so prime an opportunity. 





Stock Market Hinges 


On Business Prospects 


Pending outcome of the election and more light on the general business vista beyond the 
forepart of 1957, the market could well remain in a trading range, with the emphasis pri- 
marily on selectivity. Continuing tight money and pressure on profit margins in many lines 
are on the restraining side. A conservative, discriminating investment policy is the right one. 


By A. T. MILLER 


O, balance, stock prices gained a moderate 
amount of ground over the past fortnight in a highly 
selective, low-trading-volume market. As of October 
12, the daily industrial average had made up a little 
more than two-fifths of its retreat from the best 
summer level to the October 1 low, which approxi- 
mated but did not violate the support level reached 


on a 53-point fall last April-May identical in scope ° 


with the August 2-October 1 decline. The comparable 
retracement by rails was about one-half, figured on 
the basis of the average’s July high, but a third of 
the total decline from last May’s higher top. A minor 
dip followed in the next several trading sessions but 


failed to develop momentum and enough demand 
came in to move the market moderately higher !ate 
last week, with rails leading. 

Particularly and directly affected by sharply 
higher bond yields—and the distinct possibility tat 
the latter may go even higher over the medium term 
—demand for the general run of utility stocks re- 
mains restricted. In four trading sessions to Octo)er 
5 this average made up about a fourth of its decline 
of 6.24 points from its August 7 bull-market high to 
the October 1 low, but subsequently it has moved 
sidewise at a fractionally lower level. 


Where Do We Go Now? 





The market remains in nothing better 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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—nor worse—than a selective trading- 
range phase. Barring an unexpected 
Democratic sweep in the nearby election, 
reasons are not now apparent for a re- 
sumption and extension of downward 
tendencies; and some extension of this 
recovery swing seems quite possible. The 
consensus of political opinion—seemingly 
supported by sample-poll indications—is 
that President Eisenhower will be re- 
elected, with the Democrats retaining 
control of the Senate, if not also the 
House, That would merely maintain the 
status quo. Assuming such a result, we 
doubt that it, plus the prospect of record 
business activity at least through the rest 
of 1956 and probably through the first 
1957 quarter, would suffice to take the 
market back to, much less significantly 
above, its earlier 1956 high, although a 
few stock groups and a minority of spe- 
cial-situatien stocks could readily get to 
new tops. 

The fact is that the industrial average, 
as well as the market as a whele, has not 
varied as much as 10% either way from 
the present level since mid-1955. During 
the second half of last year the net exten- 
sion of the bull market for the industrial 
list was about 15%, spurred by strong 
rise in aggregate corporate earnings and 
a spectacular gain in fourth-quarter divi- 
dends. The subsequent additional rise to 
the April bull-market high—which was 
almost duplicated in early August—was 
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less than 7% in a tem- 
porary carry-on of in- 
vestment enthusiasm, ig- 
noring shrinkage in ag- 
gregate profits, steadily 
tightening money-market 
conditions, the flattening 
out of the rise in divi- 
dends, and drastic nar- 
rowing of the spread be- 
tween stock yields and 
bond yields. With over- 
valuation of many stocks, 
especially popular 
“growth stocks,” obvious 
ani undeniable at the 
highs, the markdown to 
October 1 was roughly 
10° for the industrial 
average, leaving it at a 
level no higher than had 
been reached as far back 
as July of last year. The 
present level is not sig- 
nificantly higher than the 
best one reached in Sep- 
tember of last year, about 
prior to the fall precipi- 
tated by shock-news of 
President’s heart attack. 
In range marked out since 
mid- 1955, it is roughly 34 
points under April- 
August double top and 48 
points above low of Oc- 
tober, 1955. 

Even if it should go further after the present re- 
covery has run its course, correction of over-valua- 
tion and adjustment to higher money rates need not 
—and, in our opinion, should not—foot up to a real 
“bust,” carrying the market down out of the range 
of the last 16 months, as long as indications of sig- 
nificant coming recession in business activity remain 
absent. If the latter develop some months hence, as 
a result primarily of temporary over-expansion in 
tapital-goods activity and of inventories—with an 
“assist” from tight money—the picture will, of 
course, change importantly. 

Aggregate corporate earnings rose over 28% Jast 
vear, reaching an annual rate of $23 billion in the 
fourth quarter. From the first quarter to the fourth 
quarter of last year, aggregate dividend payments 
rose over 16% in annual rate. By the second 1956 
quarter total earnings were down over 7.8% from 
the 1955 final-quarter level, and dividends were only 
a shade above last year’s four-quarter rate. Earnings 
receded further in the third quarter, with dividends 
continuing largely static. Both will show improve- 
ment in the current auarter, with total dividends up 
modestly from the year-ago level, but with total 
earnings remaining under the 1955 fourth-quarter 
peak and down a bit for the full year as a result of 
cost inflation, especially in wages, and inability of 
amajority of companies to “pass it along.” 

Our present tentative opinion is that over-all 1957 
business activity is not likely to differ widely from 
this year’s. At best, it might be about the same; at 
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worst, somewhat lower. If this view is right, that 
does not give the market much to go far on the up- 
side, although there will be exceptions of higher 
earnings in some lines. Post-war experience to date 
lends considerable suvport to the concept, held by 
some economists, that cyclical downswings in busi- 
ness figure to be less general and less severe than in 
the past, due to the weight of Government spending, 
more efficient monetary management in booms and 
recessions, and the tendency toward rotating adjust- 
ments in different segments of the economy. 

The coming year will be one of improvement, or 
extension of prior gains, in such lines as automobiles, 
aircraft and shipbuilding, drugs, electric utilities, 
natural gas, most food lines, probably airlines and 
textiles. Housing might turn for the better within 
the year, given some loosening in mortgage money. 
Consumer spending for soft goods and services should 
be moderately higher, that for home appliances little 
changed. The decisive question will be trend of plant 
equipment cutlays. On a full-year average, they might 
apprcximate or even slightly exceed 1955 total; but 
we doubt 1957 level will be above the record current- 
quarter rate, and at least a moderate shrinkage would 
not be surprising, 

As long as anything like present general business 
environment continues, sell-offs will provide buying 
opportunities in minority of stecks; upswings will 
invite selling, particularly of less attractive issues. 
We do not foresee either a revitalized bull market or 
a “bust.” Our conservative selective investment policy 
remains in order. Monday, October 22. 
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The Most Crueial 


Election 


By 


Never before in our history has the country 
witnessed a campaign for the Presidency so strenu- 
ous as that now being waged by the Democrats. One 
cannot help but feel that in this extraordinary effort 
they are not merely thinking in terms of four years 
in office, but of the resurgence: of Democratic power 
that would reduce the Republican party to a minor- 
ity for all time. This feeling is emphasized by the 
political-labor leadership of Walter Reuther and is 
creating great uneasiness in the minds of the think- 
ing electorate. 

In 1952, the fear of destruction of the two-party 
system—for the Democrats had remained in power 
for 20 years——caused many Democrats to vote for 
Eisenhower. Today the citizens of this country are 
confronted with a much more critical situation, with 
the Democrats waging a furious no-holds-barred 
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in Years 


C. G. WYCKOFF 


campaign to get back into power—after four years 
in which President Eisenhower barely got started on 
the task of stabilizing our financial position . . . elim- 
inating the drains which have been unbalancing our 
budget, and depreciating the value of the dollar . .. 
and the work of bulwarking our economy so that we 
could overcome the post-war problems and function 
at a high level under peace conditions. 

During this period the protests of the Democrats 
have risen to high heaven whenever there were cuts 
in the defense appropriations and other stopgap 
measures that could enable us to establish a better 
balance of peacetime production and maintain s0l- 
vency. 

And now that the campaign is in the home stretch 
the Democrats are trying to stampede the voters 
with outrageous and unrealistic promises. 
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There were three stages to the campaign. In the 
first stage the Democrats blanketed the nation with 
an unprecedented thoroughness. Speed and force 
were evident in their methods. They seemed to have 
taken fire and it began to appear that they might, 
after all, carry the day. 


Second Phase of Political Campaign 


In the second phase the Republicans, who origi- 
nally did not take the candidacy of Adlai E. Steven- 
son, the Democratic standard-bearer, too seriously 
came alive. President Eisenhower sat up and took 
notice and began to counteract the various charges 
of his opponents and presented the facts of his rec- 
ord. He hit out at what he called “wicked nonsense” 
whi.e the opposition continued to conjure up an un- 
realistic picture of American farmers out at the 
elbows, and a laboring class exploited by Big Busi- 
nes instead of the Labor Tycoons, the truth of 
which the workers are aware. This increased activ- 
ity on the part of the President, beyond anything he 
had contemplated, had a telling effect, and voters 
who had been for Stevenson began to waver. 

We now are in the last stage of the campaign, in 
which decisions are going to be made and acted upon 
as to who will be the next President of the United 
States, as well as those who will be elected to Con- 
gress. 

Not since President Roosevelt sought a third term 
has there been such a feeling of crisis regarding the 
outcome, even including the 1952 election. This time 
itis feared that a Democratic victory could lead to 
a change in our present form of Government if a 
single party were perpetuated in office. 

The Democrats, after 20 years of power, still re- 
main the majority party despite four years of Re- 
publican Administration. We cannot view the align- 
ment of the Democratic party with Labor as a 
healthy situation because of the ambitions and radi- 
talism of Walter Reuther. The labor-leader support 
that Mr. Stevenson believed would be an asset dur- 
ing the campaign, would if elected, turn out to be a 
very serious handicap in both the 
domestic and foreign fields. 


Uniting a Nation 


The greatest weakness of the 
Democratic party is its divisive 
psychology. Within the ranks of 
the Democrats can be found con- 
servatives like Governor Frank J. 
Lausche of Ohio, Speaker Sam 
Rayburn, Senator Lyndon B. 
Johnson of Texas and ranging all 
the way down to the particularly 
vocal and impractical idealists 
and vociferous radicals who are 
always looking for a handout. 

Too much, do we take for 
granted the national leadership of 
an Eisenhower, who cares little 


man who now occupies the White House. 

President Eisenhower has been, in the best sense, 
the President of all the people. The attempt by the 
Democrats to portray this Administration as favor- 
ing Big Business will not deceive. It is true, of 
course, that innumerable successful members of the 
business community have played a large role in this 
Government and—we might add—to the everlasting 
benefit of the whole community. 

His respect for the co-equal roles of the Congress 
and Judiciary will serve as a landmark for genera- 
tions to come. This attitude likewise is reflected in 
the restoration by the Eisenhower Administration 
of the Federal Reserve System as an institution com- 
pletely independent of the Treasury. Respect for the 
people’s savings is yet another instance—the budget 
has been balanced and there has been no attempt to 
cut taxes as a political sop in an election year. And 
because the Administration is politically responsible, 
balanced and mature, it has declined to embrace the 
high, rigid price supports in return for the farm 
vote. 

Moreover, these are the qualities that enable the 
Administration to decline the easy path of discon- 
tinuing the military draft—an unparalleled vote- 
catching device. 


Weak in Foreign Area 


On the foreign front, the performance of the 
Eisenhower Administration has been a good deal 
less than satisfactory, But from the political stand- 
point, the Democrats cannot make this a real issue, 
for the policies of Dean Acheson, Mr. Truman’s Sec- 
retary of State, are too fresh in the memory of 
Americans to prove of any help to the Democrats. 
That does not prevent us from recognizing that Mr. 
Dulles is not the man we want as Secretary of State 
in these crucial days. His conduct of foreign affairs 
has been lamentably poor and we are entitled to a 
change if President Eisenhower is re-elected. We 
believe if this country (Please turn to page 171) 
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Citizens in democracies have only themselves to blame 
if government is corrupted by selfish interests. Thou- 
sands of people complain but fail to get out and vote. 


etch [Sive him their suffrage. His Ad- 
‘ters |Ministration is characterized by 
the moderation that typifies the 
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What 

ord Quarter 

Earnings 
Reveal 


By PHILLIP DOBBS 


Any judgment of business conditions that 
obtained in the third quarter of this year must 
conclude that business, viewed in the round, was 
good. Those who deal in sum totals will have no 
difficulty in supporting that contention. They can 
point to a rise of about 4% in the gross national 
product over the 12-month span (a major part of 
it price increases). 

Nevertheless, it was a period marked by weak 
spots, notably home-building, the textile trade, farm 
equipment and a long line of appliances. Business, 
over a wide area, was being forced, more and more 
to sprint in order to stand still. Stated another 
way: Rising volume was crucial to lowering the 
operating costs per dollar of sales and attaining 
something like the net profit of last year. This 
condition reflected, of course, this summer’s round 
of wage increases and hikes in materials and trans- 
port costs. Where dollar volume failed to gain the 
pinch was severe and where it slipped appreciably 
the net profit was small, indeed, or non-existent. 


—Looking to 4th Quarter 
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For the executive of an appliance-making com- 
pany, who must cope with a vanishing profit margin, 
or an investor in a plywood equity, who has noted 
the decline to a seven-year low in prices of the 
product, the sum-total figurations for weighing the 


business situation will prove something less thanf} < 


adequate. Nor is the profit pinch confined to aff 
small area of the economy. It is rather widespreadf} 
and growing. The steady shrinkage of profits in the} 
midst of rising activity has stirred no little conf} 
cern, It is not pleasant to contemplate what anyf 
setback in business would do (indeed, has in some 
instances already done!) to the profits picture. 
Given the highly competitive nature of the pres- 
ent-day economy, large numbers of companies, espe} 
cially producers of consumer goods, have been forced#) 
to absorb the greater part of the increases in laborf 
costs and raw materials. An offset has been sought} 
through better production and distribution methods, 
and, most importantly, though modernization off 
plant. Indeed, the capital spending by industry now} 
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jg at a record high level, but the benefits will be 
found in the distant future—not now. 

A few industries, of course, are less troubled, 
for the moment, by the wage-cost-price spiral, not- 
ably the steel producers. Yet that industry granted 
wage increases to the C. I. O. Steelworkers that will 
tote up to something like 55 cents hourly over the 
next three years. In addition, hikes in coal prices 
(that industry also has granted wage boosts) will 
add to the cost of steelmaking. Fortunately, for the 
steel industry, it is in a position to offset these in- 
creased costs by raising the selling price of steel. 

Of course, one of the hardest-hit groups during 


struction (not homebuilding), shipbuilding, railway- 
car building and producers of line pipe has hobbled 
operations, 


Paper People Pause for Breath 


On yet another front, the breakneck pace began to 
falter in the third quarter as the paper producers 
showed increasing signs of nervousness. This is 
an industry that has toppled one record after an- 
other in the post-war decade, even booming in re- 
cession 1954. There now is much talk of deferring 
expansion plans “for a year or two” and curtailing 
output. Paperboard output began to show signs of 


“2 Tthe summer quarter was the railroads. Any shut- temporary indigestion in the third quarter. The 
“@ [down of the basic steel industry inevitably affects paperboard manufacturers did trim production dur- 
all the carriers almost at once. Hence, third-quarter ing the July-September period. No substantial re- 








earnings are bound to be distorted as, for that mat- 
ter, will the fourth quarter, when the roads will be 
hauling commodities and products whose outturn 
was deferred by the steel strike. 

After a five-week strike during the third quarter 
of this year, steel producers moved to meet the seem- 
ingly insatiable demand of customers for their 
products. Here, the final quarter of the year, steel 
is being turned out at the rate of about 130 million 
tons per year—an all-time record. The industry is 
operating above theoretical capacity as demand con- 
tinues strong from almost every major consuming 
industry. This is a striking record, considering that 
the producers of motor cars (now winding up a 
disappointing year) still are trying to reduce steel 
inventories. Despite much brave talk of a rebound 
for automobiles, the industry is showing considerable 
caution. 

In connection with the steel industry, it is im- 


bound is anticipated before 1957. Even newsprint 
stocks in the hands of publishers have become more 
ample. 

Because the economic situation varies, not only 
from industry to industry but company to company, 
we propose to analyze the corporate reports of 
companies in which there is important investment 
interest. We shall deal with these earnings reports 
more exhaustively in the second part of this article, 
to be published in the next issue of THE MAGAZINE. 
Let us proceed, meanwhile, to examine some repre- 
sentative reports that have trickled in. The table 
accompanying this article is based on official com- 
pany figures and given on a quarter-by-quarter basis. 


EATON MANUFACTURING CO. is an important manu- 
facturer of automotive parts and serves such varied 
industries as aircraft, machine tools and air-con- 
ditioning. Sales for the third quarter rose to more 

































































ye 
portant to note that not only has its wage boost than $45 million, compared with $43,478,000 in the 
set a painful pattern for other industries and its comparable 1955 period. But net profit for this ser- 
price increases pinched their profits, but in addition vant of many industries slumped to $1,566,000, equal 
the scramble for steel in such fields as heavy con- to 85 cents a share, from $1,874,000 or $1.05 a share 
| Quarterly Comparison of Sales, Profit Margins and Earnings 
3rd Quarter 1956———— —2nd Quarter 1956——— —Ist Quarter 1956————- ———4th Quarter 1955—_—— 
Net Net Net Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per Sales Profit Per 
(Mil.) Margin Share (Mil.) Margin Share (Mil.) Margin Share (Mil.) Margin Share 
COMA allied Chemical & Dye $156.8 60% $ .99 $1756 7.2% $1.33 $1660 7.6% $1.32 $153.1 83% $1.12 
rei) Alpha Portland Cement 11.1 18.4 117° 107-177 1.08 48 111 30 82 127 60 
ted) Container Corp. of Amer. 705 6.0 40 702 7.1 47 «68.168 45 «569 7.4 40 
a Diamond T Motor 99 32 77 13.5 56 1.83 12.2 2.1 62 98 28 65 
; Douglas Aircraft 258.2 3.0 210 252.0 3.0 208 2010 25 138 #41914 25 1.32 
thal pow Chemical 150.7 7.4 47 = 154.3 10.6 70 137.9 103 61 1448 11.4 7 
to ‘| Du Pont ...... 465.0 199 475.3 19.5 198 468.4 202 2.03 499.2 28.0 2.92 
oo Eagle-Picher Co. . 269 5.0 1:36 29.1 43 1.24 29.8 8.1 2.45 308 5.4 1.70 
comfl Eaten Mfg. ... 45.0 3.4 85 60.2 6.1 2.01 619 6.0 2.10 59.2 67 2.24 
H] Ex-Cell-O Corp. . uve, 406 102 2.36 35.2 9.2 1.84 30.1 103 1.76 17.3 83 89 
SE Generel Portland Coment 10.9 22.3 1.17 11.3 22.7 1.24 10.1 23.0 1.12 10.6 21.5 1.10 
30MGF General Tire & Rubber 100.3 2.0 1.25 942 18 1.01 83.5 2.7 1.40 85.9 5.5 1.39 
ail | Hooker Electrochemical .. 24.1 12.0 a7 26.0 11.1 a7 23.6 12.0 47 35.9 12.4 54 
ape : Houdaille Industries ........... 16.0 3.4 35 199 36 53 16.6 3.0 31 200 49 66 
reed! Kiser Aluminum & Chemical. 84.4 10.6 56 95.1 15.8 1.00 80.9 12.5 66 77.1 «117 60 
abort Mueller Brass 148 3.8 1.01 19.7 42 1.52 19.3. 3.6 1.27 178 42 1.36 
ushif, New York Air Broke 12.0 5.8 AT 13.3 42 77 12.9 46 82 12.4 57 98 
ods) PhiliD Mortis cnc 86.2 39 1.10 820 39 1.04 722 3.5 79 79.1 4,1 1.03 
: ET 58 45 24 60 5.6 30 5.5 4.0 20 58 3.2 42 
now Shamrock Oil & Gas ............. 14.0 13.6 83 13.1 16.3 93 12.3 20.9 1.14 11.7 22.8 1.18 
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in the third quarter of last year. 
Earnings declined largely because 
of higher costs and the company’s 
inability to compensate fully for 
this situation in its selling prices. 
Here, in the fourth quarter, the 
company is in the process of 
adjusting its prices in line with 
increased costs. This, of course, 
poses a delicate problem in a field 
that is bitterly competitive. 


PHILIP MORRIS, INC., fourth-rank- 
ing producer of tobacco products, 
registered an impressive gain in 
sales during the third quarter, 
topping $86.2 million, compared 
with less than $74.5 million in the 
comparable 1955 quarter. But net 
profit was little changed, $3,438,- 
000, or $1.10 a common share, 
against $3,371,000, equal to $1.08 
a share, in the third quarter last 
year. Philip Morris, of course, has 
been incurring heavy costs in re- 
vamping and promoting its radi- 
cally changed line of cigarettes. 
The cigarette industry may yet 
seek to recapture part of its in- 
creased costs through a price 
increase. In fact, Liggett & Myers, 
earlier this year, moved to boost 
prices but rescinded the action 
when the other companies in the 
field declined to go along. Price 
boosts do not make for favorable 
publicity and the industry now 
must weather no little of the un- 
favorable variety, growing out of 
medical studies that have linked 
smoking to lung cancer. 


ALLIED CHEMICAL & DYE CORP. is 
typical of hundreds of companies 
that were hit in the third quarter 
by the steel strike and the wage- 
cost-price spiral. For the latest 
three-month period that company 
had sales of $156,879,000, a figure 
remarkably close to the record 
$157,234,000 in the year-earlier 
quarter considering that the lat- 
est period was marked not only 
by a prolonged steel strike, but a 
sharp decline in automotive pro- 
duction. But if volume was satis- 
factory, net profits were subject 
to considerable erosion, reaching 
$9,499,000, equal to 99 cents a 
share. This stacks up against the 
year-ago showing of $12,853,000, 
or $1.34 a share. In addition to 
the handicaps hitherto cited, 
Allied Chemical had to contend 
with higher wage rates, increased 
freight costs, plus higher raw- 
material and fuel prices. There 
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also were continued heavy charges 
for depreciation, development and 
other expenses in connection with 
new plants and products. The 
company is hopeful that the cur- 
rent quarter will show a substan- 
tial improvement over third- 
quarter results. 


E. |. DU PONT DE NEMOURS & CO., 
INC., kingpin of the chemical in- 
dustry, sustained a small decline 
in sales, both from the year-ago 
quarter and the preceding quarter 
of 1956. Here again, the slide in 
net profits was out of all propor- 
tion to the fall in volume. Net 
per share for the latest three 
months was $1.99, compared with 
$2.26 in the like quarter a year 
ago. 


DOW CHEMICAL CO., yet another of 
the giants in that field, has simi- 
larly disappointing results for the 
latest quarter. Its fiscal year end- 
ed May 31. In the first quarter of 
the current year (June, July and 
August), Dow sales soared to 
$150,784,000 from little more 
than $128 million in the corre- 
sponding three months a year 
ago. But for the latest quarter 
net profit was only $11,275,000, 
or 47 cents a common share, 
against $11,724,000, or 51 cents 
a share in the like period last 
year. 


GENERAL TIRE & RUBBER CO., for 
the third quarter of the fiscal year 
ending November 30, reflected the 
decline in the fortunes of the auto- 
motive manufacturers. While the 
automobile cutback did not affect 
the company’s tire sales (General 
Tire primarily sells the replace- 
ment market), it did decrease sub- 
stantially the company’s sales and 
profits in the plastics division. 
General Tire has widespread di- 
versity, so the increased profits of 
its radio-television subsidiary 
served to offset the decline in its 
traditional field. 


LIBBEY - OWENS- FORD GLASS CO. 
cites the familiar pattern of in- 
creasing costs of labor, raw ma- 
terials and transportation as a 
primary cause for poor third- 
quarter results. Indicated net 
profit for the period was $4,626,- 
000, or 88 cents a share. That 
was a drop of 34% from the 
nearly $7 million, or $1.34 a 


share, in the corresponding peri- 
od of 1955. Still another factor in 
the lower earnings was a sub- 
stantial increase in depreciation 
charges this year to cover new 
plate and safety-glass plants now 
in operation. The company had 
to cope with yet another problem 
familiar to hundreds of corpora- 
tions—foreign competition based 
on low wage rates. Competition 
from Europe and Asiatic coun- 
tries, where workers receive a 
tenth to one-third of American 
workers, has forced  Libbey- 
Owens to close down three of its 
window-glass furnaces. Fortuin- 
ately, the decline sustained in the 
third quarter now is being re- 
versed, as the motor-car manu- 
facturers swing over to new mod- 


els and the construction field con- [ 


tinues to operate at high levels. 


GENERAL ELECTRIC CO. sales and 
profits registered gains in the 
third quarter and first nine 
months of this year. But it is in- 
teresting to note that the company, 
which has a major stake in the bit- 
terly competitive appliance field, 
showed profits this year that were 
equal to only 5.4 cents on each dol- 
iar of sales, down from last year’s 
6.1 cents. Sales in the three months 
to September 30 amounted to $1.- 
003,807,000, compared with $839,- 
404,000 in the like period of last 
year. Yet earnings showed but a 
trifling gain, rising to $47,863,000, 
or 55 cents a share, against $45,- 
127,000, or 52 cents a share, last 
year. GE is one of those companies 
that has sought to boost net 
through plant efficiency, increased 
volume of business and, in many 
instances, cutting prices to grab 
off a bigger piece of the market. 
Indeed, the company’s continued 
expansion and modernization pro- 
gram is estimated to require in- 
vestment of at least $815 million 
in new plant and equipment over 
the full year. This program shows 
high promise of paying important 
dividends over the long term. No 
little progress already has been 
made. Thus, for the first nine 
months of 1956, earnings amounted 
to $160,727,000, equal to $1.85 a 
share, a jump of 5% from 1955’s 
$152,926,000, equal to $1.76 a 
share. The 5% jump in net was 
attained through an 18% rise in 
sales, to almost $3 billion from 
little more than $2.5 billion in the 
first nine months of 1955. END 
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LESS DEFENSE FOR TAX 









DOLLAR 





How Soaring Labor Costs Shrink 
Government Purchasing Power 


By McLellan Smith 


W. are getting less defense per appropriated 
dollar today than ever before, perhaps as much as 
15% to 20% less, and with Labor’s demands for 
more pay for less work cascading upon the Penta- 
gon the outlook is menacingly grim. Already the 
warnings are out that many of the major unions 
next year will demand the four-day work week, with 
no reduction in basic pay. In fact, increases will be 
sought. 

The Armed Services, the principal procurement 
offices of the United States, receive by law and cus- 
tom, X number of dollars on the first day of July 
each year—the day the fiscal year begins. Congress 
has directed that these dollars be spent to meet cer- 
tain payrolls, keep house and expand services. But 
experience tells Congress and the Pentagon that the 
ensuing 12 months will work fundamental changes 
in costs, make the budget meaningless in some detail, 
and distorted in full outline. Because of labor unions! 

In that 12-month period, labor will have knocked 
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fiscal plans into a cocked hat. From raw materials 
on up to the finished product, payrolls will be 
changed in an ever-increasing direction. The budg- 
eted dollars and the budgeted acquisitions come to 
bear little relationship to each other. 


The Nation’s Largest Buyer 


Government is business and defense procurement 
is its principal disbursing office. It is clear that the 
country’s largest buyer of the products of industry 
must be affected as much, or more, than the private 
entrepreneur. And it is. 

While labor lays the heavy hand of expanding 
wage-and-hour benefits and other tolls (fringe bene- 
fits), upon the suppliers of Government, these added 
costs must be passed on to the taxpayers. 

That means the budgeted dollar can never keep 
pace. Result: Less defense per dollar expended. 

It means we can never fit expanded services into 
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a budget because there just isn’t dollar leeway. 
It means economy goes out the window insofar 
as end results go, however rigorous the effort. 


Roadblock To Tax Cuts 


It means tax reduction cannot be hoped for any- 
time soon. ee, 

Files of the Pentagon are crammed with instances 
of failure to achieve full procurement goals, simply 
because the dollar shrinks in procurability in the 
span of a year. 

Subtract each year’s reduction from a dollar, just 
about halved in the past two decades (1935-39 = 
100.00; 1955 — 51.7), and the problem comes into 
stark, ugly relief. ; 

Take for example, the intercontinental bombing 
plane. The budget, after careful engineering study 
and allowances for possible wage and materials cost 
increases, fixes the final cost at $2,750,000. That’s 
the July 1 figure. 

Into the production of that plane goes 128,000 
hours of on-the-job labor and 98,500 hours of off- 
the-job labor, the latter including the cost of fabri- 
cating and assembling parts, the costs of moving 
those parts over railroad or by truck. Total these 
costs and it runs to no small figure. 


Scrambling The Budget 


Pentagon engineers and cost experts, in budgeting 
the bomber at $2,700,000, have anticipated increased 
labor and parts costs. Their anticipations go hay- 
wire when labor makes demands which exceed such 
anticipations by as much as 15%-20%. ’ 

That means dropping one of each 10 planes from 
our national defense program, or it means the tax- 
payer is mulcted for an additional 10% to get what 
he bargained for a few months earlier at a price 
that was right. 

What is true of the big bombers is true of the less 
expensive fighters. Budgeted costs of these will be 
at $750,000, but they finally come from the builder 
at around $825,000, while the bomber cost has 
moved up to around $3,025,000. 


Headache For the Pentagon 


A ranking Defense Department procurement offi- 
cer who, for obvious reasons, must remain anony- 
mous despaired recently: 

“The ever-mounting demands of labor, all of them 
beyond economic reason, make it impossible for us 
to declare to the Congressional appropriations com- 
mittees that we will procure a specific type of plane 
for a fixed price that will hold good for the budget 
year. 

“Carefully, we estimate the cost of a plane—ma- 
terials and labor, plus a reasonable profit for the 
builder. This figure arrived at, we try to anticipate 
labor’s future demands. These are added to the final 
estimate. We go to Congress and ask for X dollars 
to build the plane—maybe 100, maybe 1,000 of these 
craft. Congress agrees the number is essential to 
defense and appropriates our full request. 

“Sometime between July 1, when we get X dollars, 
and the completion of say 200 of the planes, labor 
moves in with excessive demands. The planes are 
vital to our defense; time is of the essence; the plane- 
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builder and the Defense Department are ‘over the 
barrel.’ 

“Either we get fewer planes, perhaps as many as 
100 less, or we accede to labor’s demands and go to 
Congress with a request for a deficiency appropria- 
tion of more dollars, as much as 10% more than the 
amount originally appropriated.” 


Costs Outpace Dollars 


He added that what is true of planes is applicable 
to just about every other piece of ordinance “from 
small arms to the atomic cannon.” 

Research in other areas of defense procurement 
—naval construction and ordnance, Air Force base 
construction, military roads, every piece of clothing 
—unearths the same-frustrating problem. Appropri- 
ated dollars just cannot keep pace with end costs, 
no matter how carefully procurement staffs try ‘o 
anticipate demands of labor when budget requests 
are prepared for Congressional consideration. 

Defense and government procurement are not the 
only areas in which are found labor’s destruction of 
the budget dollar. It menaces the whole field of in- 
dustrial endeavor. Paradoxically, labor itself ‘s 
threatened. When dollars shrink, they buy less of 
labor’s output, belts are tightened—ergo, less demand 
for labor. And, there is no cause for labor to be 
complacent, to feel secure in the “guaranteed annual 
wage” or unemployment compensation. Both will be 
paid from depreciated dollars; neither can be paid 
indefinitely. 


The Shrinking Highway Dollar 


Returning attention to Government procurement, 
the procurement by the states, there is the multi- 
billion-dollar highway program. This, authorized by 
the last Congress and presumably provided for by 
increased taxes on automotive fuels, tires, vehicles 
and parts, already faces curtailment or vastly in- 
creased taxes before it gets underway. 


Congress, an election “around the corner” and 
with an eye to the labor vote, went out of its way 
to boost the cost of the newer and safer highways. 
Included in the act was a proviso that principles of 
the Davis-Bacon Act would apply to highway labor 
—specifically, that highway construction pay be at 
the “prevailing wage rate” for the areas in which 
the work is performed. 

Determination of prevailing wage rates through- 
out the country will be by the Department of Labor 
in Washington. Despite the number of field offices 
the Department has across the nation, it will be 
impossible for a central bureaucracy to determine 
such rates with any degree of accuracy. If disputes 
arise, expect them to be resolved in favor of organ- 
ized labor—never in favor of the taxpayer. 

Congress, in its near-fawning subservience to 
labor’s demands that the Davis-Bacon provisions be 
incorporated in the Highway Act, ignored a basic 
fact in highway construction. In many areas of the 
country, notably rural, working on highways is a 
part-time job for thousands of farmers and farm 
workers who need extra cash during periods of agri- 
cultural idleness. 

For the average farm worker, highway building 
and maintenance is light work. Further, he resents 
the idea of union domination and the financial trib- 
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Contrast the earnings charted here with the figures 
for 1940. Just before World War Il, a miner received 88 
cents, a steelworker 84 cents, a railroad worker 73 cents, 
a retail clerk 55 cents, a textile worker 49 cents and a 
laundry employee 43 cents. The highest paid group in 
those days was in the automotive trade, where average 
hourly earnings totaled 94 cents, compared with $2.33 
in 1956. 
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ute to labor bosses through the media of initiation 
fees, dues and assessments. Labor bosses, however, 
in their grasp for political power, look toward ab- 
solute dictation of all employment. 

Politicians of both parties who cater to labor’s 
demands may serve to bring about the destruction 
of their own political fortunes. This complete, there 
could emerge a dominant Labor Party ; a party which 
might show little regard for individual liberties—a 
party of totalitarian bent. 


Steel Pay Rise Impact 


Labor’s successful demands upon the steel indus- 
try saddled future road construction with an added 
cost before one cubic yard of earth was moved. In- 
creased steel prices were a partnership with in- 
creased wages. And steel is no small cost factor in 
the highway picture. 

Likewise, steel is no small item in the cost of all 
construction—except possibly the private residence, 
the farm home and some farm buildings. On the 
horizon is a vast school construction program in 
which some Federal funds are certain to be used. 
Here again, the appropriated dollar—Federal, state 
and municipal—will deliver less. Either the tax- 
payers will be gouged for more, or the educational 
program must be trimmed. 

Labor, defending its insatiable wage demands, 
declares: 


1. That wage increases won each year do not keep 
abreast of increasing living costs. 
_2. That industry does not give financial recogni- 
tion to increased man-hour productivity. 


Neither argument holds water. In fact, both are 
contrary to facts; facts capable of analysis and 
comprehension by even the high school student, not 
yet versed in the intricacies of economics. 


Here are the facts as derived from an intensive 
study of the basic steel industry, drum major in 
the industrial wage parade and pace-setter for the 
demands of all organized labor. They permeate the 
problem of “buying defense” today. 


Charting The Wage Spiral 


Between 1947 and 1955 average hourly earnings 
in the steel industry moved up 65%. And this in- 
crease does not include the wage hikes won by the 
United Steel Workers this past Summer. In the same 
1947-55 period, net take-home pay after taxes, 
moved up slightly more because of the January 1, 
1954, automatic income-tax reduction. 

Contrasting the increase in take-home pay with 
the upward movement of the cost-of-living index in 
the 1947-1955 period, we find the living-cost index 
increased only 19.9%. This comparison adequately 
refutes the argument that wages are not staying 
abreast of increased living costs. In short, pay hikes 
are running far ahead of the market basket. 

Files at the Pentagon support these further facts: 

Worker productivity, output per man hour, has 
not increased in ratio to wage boosts. With 1947 
man-hour production as 100, the Department of 
Labor’s Bureau of Labor Statistics finds that man- 
hour output has increased 23.2% against the 65% 
wage increase. This (Please turn to page 172) 
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LONG TERM labor-management contracts are on the 
increase but it isn’t a “trend,” AFL-CIO headquar- 
ters corrects. Concern is expressed that some unions 
may be lured into pacts which extend beyond the 
one- or two-year periods which are more in the pat- 
tern of such documents. So word is being passed 
down the line to inquire not particularly into how 
long the contract is supposed to. run but to how 
frequently and under what conditions it can be re- 
opened to adjust wages and other provisions to meet 
changed conditions which arise during the life of the 





WASHINGTON SEES: 


A partnership concept with Government and 
private industry working together to insure transit 
operations is under way in the Capital, and the 
experience will prove meaningful to investors and 
taxpayers alike. Congress has moved in to provide 
public funds as a lubricant for a public transporta- 
tion mechanism that has been slowed, sometimes 
stopped, by labor-management problems. 

Congress cancelled the operating franchise of 
the Wolfson interests when impasse was reached 
on a new labor contract. A charter was issued 
in August to the O. Roy Chalk (Trans-Caribbean 
Airways, Inc.) enterprise which purchased the busi- 
ness for $14.5 million, including $7 million cash 
assets. 

To encourage private capital to come in and 
stave off what appeared to be the only alterna- 
tive (public operation), Congress directed that 
6%2% net after all taxes would be reasonable. 
Further, in recognition of Government's duty to 
keep mass transportation operating in metropoli- 
tan areas, Congress relieved the new company of 
$500,000 in gross revenue tax annually; another 
$140,000 annual saving will come when tracks are 
removed and buses substituted on all lines. 











By “VERITAS” 


contract. Those, it’s reminded, determine how “long” 
one is. 


FREIGHT RATES are about to be surveyed on the nou- 
tional scale. The Interstate Commerce Commission 
began with a petition before it in which roads in 
three of the territories asked for a boost of 16% in 
present charges, then decided to expand its inquiry 
and cover the entire country. The carriers concurre:| 
in this decision, apparently for the reason thai 
changes made anywhere are bound to result in new 
applications for unaffected lines, requiring a fresh 
start in each instance. Railroads pleaded expansion 
and modernization capital isn’t available under ex- 
isting rate schedules. 


POSSIBLE effects of an atomic attack on food supplie 
are not sufficient to justify an emergency national! 
food stockpile, the Department of Agriculture is set 
to tell Congress when it reconvenes. The department 
is answering a question put by Capitol Hill before 
adjournment last August. Agriculture is taking no 
firm position against stockpiling food, but will sa) 
that while there could be local or even national short 
ages of processed foods and processing facilities fol 
lowing an attack, it appears unlikely that destruc 
tion of edibles would be great enough to begin stor 
ing right now 


DAVE BECK has underlined his refusal to go along 
with AFL-CIO in its indorsement of the Stevenson- 
Kefauver ticket. In what is presented as his fina! 
pre-election statement to his 1.5 million membership 
in the Teamsters Union, President Beck reminded: 
“How you vote and for whom you vote is a matter 
which rests with you and your own conscience. It 
would be presumptuous for anyone to think he can 
dictate to our members how they should vote. We 
have achieved our present position in the American 
economy largely through economic action, not po- 
litical action.” 
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» Congress is about to take over a hotel on Capitol 
Hill (Suitably named The Congressional) and will use it 
for House Office Building purposes. Only 25 years ago, 
the Representatives performed their work in a single 
building and didn't appear to be overcrowded. In the 
quarter-century which has intervened, a second and 
larger HOB came into heing although the membership of 
the lower branch remained static at 435. The hotel 
about to be grabbed under the power of eminent domain 
will be devoted largely to committee purposes and therein 
lies a tale familiar to companies who have become in- 
creasingly aware of big, centralized Government: The 
committee system has grown by leaps and bounds. Not the 
old standard committees but the subcommittees, the 
"Special" and "Select," which raise hob, headlines and 
patronage at the expense of business. 






































» Ihe Congressional Directory does not reflect 
the growth of the Congressional committee System. If anything, it carries fewer 
standing committee designations than appeared 25 years ago. Then there were military 
affairs (army) and naval affairs committees on both sides of the Capitol, and now each 
house has merged them into armed services committee. Where there formerly were civil 
service and post office committees operating separately, there now are merged committees. 
It would be difficult to make out a case against the committee system, based on the 
printed record. 

















It's the subcommittees that prove time-consuming and which are often suspect. 
The McCarthy vs. Army fiasco was a subcommittee operation. The current hearings before 
the Gore Committee, the biggest headline grab in Washington, doesn't involve a stand- 
ing committee. Neither does the lobby investigation. Nor the House investigation of 
monopolies, an offshoot of the House monopoly committee. Literally scores of commit- 
tees are created annually, given subpoena powers, a staff and a mimeograph machine. 
Many of them use the subpoena powers generously, compete for attention, drop by the 
wayside if the pace is too fast, Sometimes fail to report, are forgotten but not 
extinguished. 






































> Nuclear weapons have made an inauspicious entry into the field of party poli- 
tics. Adlai Stevenson started it and the fallout is still engulfing him. It was an ill- 
advised move, the suggestion that testing of the hydrogen bombs be discontinued. In 
the first place, the idea he dropped into the midst of campaign crossfire was so dra- 
matic that the details failed to register. The impression went over the country that 
Adlai proposed a unilateral action: Stop tests as a good example to other countries. 
Actually, Stevenson was beating a dead horse. Ike had only to point to the fact that 
he already had made the move Adlai professed to have in mind. The White House broached 
the idea to Russia many months ago —- restricted and controlled testing "under spe- 
cific and supervised international disarmament agreement." 



































» Here was an issue which, at most, could be an aspiration on the part of the 
United States. Its success depends not on Washington, but on Moscow. It was neither 
practical nor new. And in the international poker game, anxiety to put an end to 
tests might be accepted as evidence that we hold a poor hand. The Atomic Energy 
Commission's assurance that we are far ahead probably states what is a reassuring 
fact here, and only propaganda abroad. Regardless of the other considerations, the 
circumstance that the hazard of radioactive fallout has not been solved requires con- 
tinued testing. This is not a contest of attitudes which Ike can win easily. As 
Adlai has pointed out there are millions of people who think survival of the human 
race demands an immediate stop to military development of nuclear sciences and who 
are deaf to the arguments. 









































» President Eisenhower's comment that the Constitutional bar against a third 
term in the White House is unwise was studied, not casual. The unwritten law against 
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septuagenarians in the office hasn't 
escaped his attention, and it is very 
doubtful if either desire or ego prompted 
his comments insofar as application of the 
rule to him goes. Ike is running as a 
candidate with no coattails to offer. If 
he is re-elected, Congressmen must start 
out to win the next elections on their 
own, not as steadfast supporters of the 
man who, perhaps, is the most politically 
popular man of the century. They know 
that, and so does the President. So, 
dangling even a suggestion of a third 
term is not without its political, and 
campaign, values. 











p The White House has balanced 
the political and economic values of wage- 
hour amendments and Ike is standing pat 
on his insistence that before the minimum 
hourly pay is boosted above $1, the stat- 
ute should be broadened to cover occupa- 
tions not now encompassed. This put labor 
on the spot. The unions were disappointed 
last year when the rate went from 90 cents 
to $1 an hour. They had hoped for $1.25, 
and that's still the goal. But even the 
most sanguine among them realize both 
higher pay and broadened coverage will not 
come at the same time and this is their 
dilemma: They are under mandate to get 
more money for their present membership, 
almost all of which is protected by the 
law; yet it is in the uncovered groups 
that they have an organizational job to do 
— new membership and new dues! Retail 
operators blocked the expanded coverage 
last year and again this year. They prob- 
ably can repeat in 1957. 




















» Construction of vast new high- 
ways in the Federal-state cooperative 
program brings visions of hundreds of new 
shopping centers at points to be served by 
the concrete strips. But the facts sug- 
gest caution on the part of financial 
backers. At least that is the thinking of 
the Urban Land Institute, Washington re- 
search agency, which points up the fact 
that 17 huge regional shopping centers 
featuring department stores and totaling 
more than 12 million square feet of store 
and shop area will open in the last quar- 
ter of 1956. This represents more square 
footage than was in existence in this 
type center before September of this year. 
ULI suggests especial attention to be 
given to the oversupply of department 
store types. 
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» Small Business Administration by 
declaring four-walled movie theater oper- 
tions eligible for loans has opened a 
Pandora's box. Now the drive-in theaters, 
miniature golf courses and other amuse- 
ment enterprises are making overtures. 
They want in, too. SBA is held by Congress 
to a policy of taking evidences of debt 
only when normal lending channels are 
blocked, but the agency is required to 
insure against heavy losses by demanding 
good, convertible collateral. The four- 
walled theater was considered a safe risk 
but the open-air enterprises, up to now, 
are being turned down. If SBA doesn't re- 
lent, they'll go to Congress. 




















> Home-builders called to Washing- 
ton to consult with officials and discuss 
the effect of the tightened mortgage money 
market aren't going on a Sitdown strike, 
but they let it be known they are worried. 
Forecasts averaged at 800,000 home 
"Starts" in 1957, if present money con- 
ditions continue past the first of the 
year. Every Section of the country was 
represented and each had a gloomy story to 
tell — not a red signal of danger, but 
all evidences of unrest. They wanted the 
same thing: Loosening of the mortgage 














market. They went away with encourage- 
ment, they said, but no promise of early 
action. 


» The 32-hour week pictured by 
Richard Nixon as an objective to be at- 
tained at some future but unspecified 
time, has chilled labor unions. The idea 
of having almost one-half the week to de- 
vote to leisure sounded good but the sug- 
gestion that the pay envelope should re- 
flect performance on the job, or lack 
thereof, has dampened the enthusiasm. Said 
the powerful Machinists Union, which us- 
ually speaks the voice of labor: "For 
those of us already Struggling to keep up 
with our time payments and our mortgages, 
Mr. Nixon's dream of a 52-hour week with- 














out an increase in wage rates is a real 
nightmare." 


Ike and Dick were asked by the 
unions whether they would sponsor legis- 
lation for a 32-hour week with compensat- 
ing increases in hourly wage and the an- 
swer didn't satisfy. The Machinists now 
suggest that labor take a tip from the 
United Auto Workers and prepare for a 
general guaranteed annual wage. 
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Flow of Investment Capital 


By JOHN H. LIND 


A recent (unpublished) report of the United 
Nations Economic and Social Council on the inter- 
national flow of private capital contains much inter- 
esting information. The total world-wide net outflow 
of long-term capital has been at the annual rate of 
about $2 billion over the last several years, includ- 
ing reinvestment of profits. This is approximately 
the same amount of capital as was exported annually 
during the mid-1920’s. 

In view of the considerable increase in the dollar 
prices of goods since then, real private capital ex- 
ports are thus currently only half of those in the 
earlier period. Of course, the comparison between 
the two periods is somewhat distorted by the fact 
that in the 1920’s the exvort of private long-term 
capital was exceptionally high, partly because Ger- 
many was the world’s largest borrower and partly 
because France was a very eager lender to many of 
the smaller European countries. 

We know now that both of these were unhealthy 
features. Germany did not borrow foreign funds for 
economic rehabilitation but for payment of the 
reparations imposed on her by the Versailles treaty. 
As a result, she was unable to repay most of these 
loans, and foreign investors, especially Americans, 
lost very heavily. At the same time, France’s eager- 
hess to export capital was also unhealthy because it 
was based strictly on the desire to employ short- 
‘erm surplus funds at the highest interest rate, 
without regard to economic conditions in the bor- 
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rower countries. As a result, she withdrew these 
funds at the first sign of economic instability in 
these countries, thus compounding their relatively 
mild depressions and contributing seriously to the 
Great Depression of the 1930’s. 


Rising World Commodity Trade 


These considerations, however, cannot conceal the 
fact that during the past 30 years private capital 
exports have failed to keep pace with the volume 
of world commodity trade, which has increased by 
something like three-fourths, and still less with 
world industrial production which is now 250% of 
what it was 30 years ago. Similarly, the amount of 
private capital exported is smaller in proportion 
to domestic investment than it was in the 1920’s, 
both in the capital-exporting and the capital- 
importing countries. 

In fact, says the U.N. report, “the great expan- 
sion since the war in production and investment 
in the United States and Western Europe has pro- 
vided profitable domestic outlets for savings and 
thereby reduced the relative attraction of foreign 
investments.” 

Nor have the losses sustained in the not-too- 
distant past by Americans investing abroad con- 
tributed to a good climate. Thus, the extremely 
inadequate flow of funds from the capital-exporting 
to the capital-importing countries is one of the most 























serious problems in current world economics. 
It is not difficult to pin down the cause of this 
reluctance of American and West European in- 
vestors to send their money abroad. Certainly, 
the borrower countries are largely to blame 
for it, particularly the underdeveloped coun- 
tries which are most urgently in need of funds 
to carry out their various economic develop- | 
ment plans. 

Many of these countries have so far failed 
to realize that in order to attract foreign in- 
vestment it is not enough to need it and to ask 
for it. It also is necessary to create a climate 
conducive to the investment of foreign capital. 
Yet political and nationalistic considerations 
continuously are permitted to interfere in this 
endeavor. 

Losses sustained by American investors 
through policies plainly aimed at discrimi- 
nating against American business, as well as 
through outright confiscation of United States 
property abroad, are ample evidence of this— 
the most dramatic example being the recent 
Suez Canal seizure. Obviously, a unilateral, 
arbitrary act of this nature was bound to 
undermine the confidence of private investors 
in the sanctity of contracts and the safety of 
investments in the “new” countries of Asia 
and Africa. 

Yet it would have been easy to restrict this 
reaction to Egypt alone if the other under- 
developed countries had in any way repudiated, 
or at least criticized, the principle of Col. 
Nasser’s action. But, on the contrary, the vast 
majority of these countries, many of them avid 


nn 
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La i fa ‘Republics | 
} | Latin | 
| all areas — | Canada | American | Other areas 
asain | | From | From From | abrocd 
| US. | U.S. 25. | | Fron 
| Total | com- | Total | com- | Total | com- | Total | U.S 
| im- | panies | im- | panies} im- | panies | im- | com 
| ports | abroad | ports | abroad| ports | abroad | ports | panies 





Total imports... 11,516 2,645 2,675 940 3,468 1,135 5,373 570 
Imports of selected 
commodities 





Total ; 4,664 2,645 1,751 940 1,502 1,135 1,411 579 
Crude oil 662 580 42 30 409 350 211 = +2090 
Newsprint ... 613 240 597 240 : 16 
Crude rubber 443 80 1 442 80 
Sugar 415 180 305 150 110039 
Copper .. 414 300 67 50 236 225 W125 
Refined oil prods. 368 230 a) @) 147 90 221 140 | 
Sawmill products 323 35 286 30 1%6 =) 21 3 
Paper base stocks 319 250 276 250 43 
Nickel .... 183 160 144 135 17 15 22 19 
Iron ore 177. +150 79 =©70 78 70 20 10 
Bananas 159 140 159 140 
Aluminum, includ- 

ing bauxite 114 «+110 71 #70 43 40 
Lead : 1 55 20 5 47 40 44 #19 
Fertilizers 110 = 40 51 20 24 #820 3 | 
Zine 86 30 46 10 27 15 13 5 
Silver 71 25 19 5 34 20 we @ | 
Asbestos 59 25 53 25 s “a 
Chrome 37. «15 2 @) 35 15 


Total imports and 

% from U.S.Cos. $11,516 23% $2,675 35% $3,468 33% $5,373 11% 
Selected commodi- 

ties and % from 

U.S. Cos. 4,664 58 1751 54 1,502 .76 1,411 40 


(1) Amount believed to be insignificant. 














for foreign capital, hailed the canal seizure and 








are supporting Egypt in the current interna- 


tional negotiations to settle the affair. 
As the U.N. report points out, the underdeveloped 





Annual Additions to U. S. Direct 
Investments Abroad, by Industry 
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countries have undertaken many measures in the 
last few years “designed to reduce specific obstacles 
to the inflow or outflow of capital - - - or to provide 
special incentives to private investors ---. In gen- 
eral, the measures taken are intended to reduce 
various types of non-business risks anticipated by 
investors or to increase the prospective yield on 
investments through tax concessions or similar 
action.” These are important steps in the right 
direction but they are secondary, compared to the 
confidence which the investor must have in the bor- 
rowing country before he even considers any other 
aspects of the prospective investment. This is par- 
ticularly important in view of the fact that, con- 
trary to the prewar period, the bulk of the world’s 
private investment outflow is not in the form of 
portfolio investment, but in capital for direct in- 
vestment. In other words, the prospective investor 
is not buying securities in an established enterprise 
but is more often building a new one which carries 
with it a much bigger risk. 

This confidence is sadly lacking since, overnight, 
any one of these governments can seize foreign 
investments at will. 

These considerations are of special concern to 
the United States which is, by far, the world’s larg- 
est exporter of private capital. In the last several 
years it accounted for well over half the world’s 
exports of this “commodity”. Of course, Canada has 
been the principal recipient of United States funds 








but very considerable amounts have also gone to 
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Area and type of assistance 


All Areas: 
Military 
Economic aid and relief 


Western Europe: 
Military 
Economic aid and relief 


Other European areas: 
Economic aid and relief 


Asia: 
Military 
Economic a 


d and relief 


Latin America: 
Military 
Economic aid and relief 


Africa: 
Economic aid and relief 


Oceania: 
Economic aid and relief 


international organizations and 
unspecified areas: 

Military 

Economic aid and relief 





a 


United States Government Grants and Credits, by Area 


(Millions of dollars) 


Semi-annual Report to the President and to the Congress, January-June 1955. Data are for years ending June 30. 


1951 1952 1953 ‘1954 1955 
1,132 1,789 4,317 3,521 2,543 
3,276 2,821 2,041 1,711 1,927 
912 1,349 3,490 2,744 1,856 
2,425 1,965 1,229 711 888 
—2 —15 —4 10 5 
189 282 770 714 623 
674 756 518 642 759 
- 115 21 45 43 

94 28 196 246 101 

4 18 44 55 77 

~ —1 1 - 4 

31 42 35 20 20 
82 71 57 45 90 




















Latin America, Western Europe and the Middle 
East. 

[In connection with Canada it is interesting to note 
that in recent months that Government has appealed 
to United States corporations to open more of their 
branch operations in that country to Canadian 
investors and managers. C. D. Howe, Canada’s 
Minister of Trade, also urged companies on this 
side of the border to allow their Canadian branch 
plants to handle a greater share of export business 
and to report fully and regularly to Canadians on 
their financial operations. ; 

Mr. Howe said most Canadians would continue 
to welcome American investments, but that Ameri- 
tans must reckon with the pride and nationalism 
of the Canadians. He expressed hope that Canada 
never would impose rigid laws controlling foreign 
enterprise, but added that it would be “good busi- 
ness” for a Canadian subsidiary of a foreign entity 
“to become as Canadian as it can.” 


Petroleum Investments Abroad 


Among the largest U.S. foreign investors is the 
petroleum industry. Between 1951 and 1955, the 
average gross expenditure abroad of this industry 
amounted to no less than $2.2 billion per year, and 
according to a recent projection, it will amount to 
$4.1 billion per year for the period 1956-1965. Inci- 
dentally only 2% to 5% of this gross outlay has 
teen raised on the capital market in form of stock 
wr bond issues or other long-term loans. The bulk 
of it came from reinvested earnings of the petro- 
lum industry. 
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American investments abroad are important both 
for the countries in which they exist and for the 
U.S. itself. In the Middle East, for instance, the 
U.S. contributed last year about 60% of the $900 
million royalties which went to the oil-producing 
countries. In Venezuela, U.S. payments provided 
the bulk of the $475 million oil receipts by the 
Government, equal to about 60% of the Venezuelan 
Government’s total income. In Chile, U.S. companies 
also provide the bulk of the Government income. 


U.S. Firms Swell Tax Coffers 


Altogether, American corporations pay about 
$1.5 billion in income taxes to foreign countries. 
For the U.S., the major importance of the foreign 
corporations lies in the fact that they secure the 
foreign supply sources on which our country must 
rely for some of its most essential commodities. 
Thus, at present, about one-fourth of all our im- 
ports come from United States enterprises abroad. 
(See table p. 132.) 

But even greater than our private foreign invest- 
ments are those of our Government in the form of 
grants, credits, technical assistance, etc. In the 
1014-year period from mid-1945 to the end of 
1955, we spent a total of over $54 billion on all types 
of foreign assistance. While the philosophy behind 
this type of foreign investment is usually basically 
different from the private foreign investments 
made by our business corporations, it often creates 
the pre-conditions necessary for private invest- 
ments, regardless of whether the original purpose 
was of a military or (Please turn to page 160) 
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By J. C. CLIFFORD 


In the issue of October 13 THE MAGAZINE carried 
a detailed study of the post-war revolution within 
the retail trade. That story emphasized that it was 
all but impossible to generalize about stores, since 
retailing is a trade carried on by nearly 2 million 
entities. Moreover, there is the problem of “product 
mix.” Thus, there are department stores, junior de- 
partment stores, variety stores, mail-order houses, 
clothing chains, shoe shops and numerous others. 
The nation could be in the midst of a lush boom, 
yet shoe shops might flounder while specialty stores 
do a brisk business. An even greater possibility is 
that one group of stores might show disparate earn- 
ings. A department store that was shrewd enough 
to set up branch establishments in thriving commu- 
nities while losing ground in the city might fare well 
on balance, while the store across the street, oblivi- 
ous to the suburban trend, could incur critical losses. 
Yet another example is the divergent fortunes of 
Sears, Roebuck and Montgomery Ward in those post- 
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war years when the former was expanding while 
the latter remained virtually static. Here the per- 
sonal element and philosophy played a major role. 

The foregoing represents but a few of the factors 
that make generalization about retailing an onerous 
chore and an unrewarding one, at that. It is true, 
of course ,as noted in the article of October 13, that 
all retailers have certain problems in common—the 
trek of their customers to the suburbs, the changing 
tastes of the consumers, rising labor and operational 
costs, the trend to self-service, the profits squeeze, 
to cite but a few. Some companies have met and are 
meeting these challenges better than their competi- 
tors. 

This article is designed to be a companion piece 
to the story printed in the preceding issue. Here, 
however, we will deal with the companies in the 
trade—those with substantial investment interest. 

Owing to the uncertainties of the stock market, 
which is dogged by uncertainties, we would counsel 
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Department Stores & Mail-Order Houses 
—— —Ist 6 Months - — . —_————Full Year 
Net Sales Net Profit Margin Dividend Per Share Price 

1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div 

——(Millons) % % 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 
Aldens, Inc. $ 409 $ 43.0 8% 5% $ 46 $ .28 $2.19 $2.19 $ .90- $1.20 28-16% 18 6.6% 
Allied Stores 247.4 264.0 1.2 1.1 1.06 93 5.50 4.96 3.00 3.00 6334-47% 49 6.1 
Associated Dry Goods 71.4 95.0 1.5 1.5 57 78 3.06 3.48 1.70 1.80 3758-265 33 5.4 
City Stores 108.6 115.2 6.4 1.3 .24 .04 2.31 2.29 1.40 1.40 25 -183%4 20 7.0 
Fair (The) 18.5 19.1 a 6 .06 34 56 1.23 .50 50 13%-11% 12 41 
Federated Dept. Stores 229.8 245.8 3.0 3.6 .98 1.05 2.63 3.07 1.3742 160 37%-26% 31 5.1 
Gimbel Bros. 136.3 152.2 6 9 31 .60 2.34 3.16 1.00 1.40 29%-20 29 4.8 
Interstate Dept. Stores 29.2 29.7 6 46 .60 61 3.51 4.31 2.50 2.50 40 -32% 35 7.1 
Macy (R. H.) 376.4! 398.2! 1.4! 1.5! 2.64! 3.07! 2.141 2.64! 1.60 2.00 3558-26 30 6.6 
Marshall Field & Co. 83.2 87.8 2.2 2.6 .80 1.02 3.01 3.49 2.00 2.25 38-31% 35 6.4 
May Dept. Stores 208.9 2286 2.0 2.1 64 73 2.68 3.09 1.90 2.20 4812-3354 39 5.6 
Montgomery Ward 423.0 467.4 2.7 2.5 85 88 2.60 2.62 2.3742 2.622 5334-3634 40 6.5 
National Dept. Stores 29.1 24.4 15.0 4.3 11.93 41.42 4.17 41.62 50 2858-162 23 
Penney, (J. C.) 492.7 541.1 3.46 3.1 2.18 2.08 5.30 5.60 3.95 4.25 10634-8154 83 5.1 
Sears, Roebuck & Co. 1,505.4 1,637.1 3.3 3.7 86 82 1.94 2.15 1.002 1.15 40%-24% 31 3.7 
Spiegel, Inc. 54.8 54.5 2.0 2.0 58 51 53 2.42 50 1.00 17%-10% 14 7.1 

‘_ Deficit. 1—52 weeks ended July 31. *—Plus stock. , 





























those who do not now own mercantile shares to defer 
commitments pending more favorable conditions. 

The tables of statistics on representative compa- 
nies in the retailing field should prove of inestimable 
aid to the investor now owning such shares and those 
who may consider such purchases under more favor- 
able market conditions. Following are detailed stud- 
ies on leading companies in the trade: 


Allied Stores established an enviable record of 
growth over the past two decades. In that 20-year 
span, sales increased from just under $90 million 
for fiscal 1936 to a record high of $582 million in the 
fiscal year ended last January 31. In the earlier year, 
net profit of a little more than $1.5 million equaled 
30 cents per common. share. For fiscal 1956, net 
profit was almost $14 million, after allowing for 
non-recurring expenditures of approximately $1 
million in the form of pre-opening expenses in con- 
nection with new stores and newly-established 
branches of existing stores. Earnings for the com- 
mon stock were equivalent to $4.96 a share, compared 
with $5.50 a share on the smaller number of out- 
standing shares in the previous year. 

During fiscal 1956, Allied sold 300,000 common 
shares to a group of underwriters for $52.25 a share 
to provide additional equity capital in the business 
for future needs and also issued 70,000 shares in ex- 
change for all of the capital stock of the Cain-Sloan 
Co., operating a leading store in Nashville, Tenn. 
In addition to this acquisition, Allied’s operations 
were further expanded by the opening of a new 
Pomeroy store in Levittown, Pa., and the opening of 
branch stores by Stern Brothers in Great Neck, 
N. Y., and by Polsky’s in Canton, O. Other additions 
include a large new Jordan-Marsh store in Miami, 
Fla., and a combined home-furnishings store and 
warehouse for Maas Brothers in Tampa, Fla., al- 
though these two latter units, completed by year- 
end, did not open for business until early February, 
this year. 
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It is evident from first six months’ operations 
that Allied will set a new high in sales for the cur- 
rent year. In the first half, ended July 31, sales to- 
taled $264 million, going ahead of the corresponding 
months of last year by almost $17 million for a gain 
of 6.7%. Earnings, however, reflecting further non- 
recurring expenses in connection with getting new 
stores ready for business, dipped slightly to $2,957,- 
948 from $3,179,540 a year ago. On the basis of 
average number of common shares outstanding, 
earnings for the common stock for this year’s first 
half were 93 cents a share, compared with $1.06 on 
the smaller average number of shares outstanding 
during the first half of last year. 

Allied, continuing its expansion, is constructing, 
through a subsidiary, a 110-acre shopping center in 
Paramus, N. J., the initial phase of which, contain- 
ing approximately a million square feet, is scheduled 
for completion in 1957. In four other shopping- 
center developments, stores having from 100,000 to 
300,000 square feet of floor space are under con- 
struction, which Allied Stores will lease on a per- 
centage-of-sales basis. It is expected that all of these 
centers will be in operation before the end of this 
year. A fifth shopping center near Minneapolis, in 
which the company participated, was opened early 
this month. 

Because of the demands the expansion program 
is making upon financial resources, the probability 
is that dividends on the common stock will be held 
at the present $3 annual rate through the coming 
year. The issue, worth retaining for growth poten- 
tials, at its current market price of 49 is selling to 
yield 6.1%. 


Federated Department Stores sales in the past 
20 years have shown a consistent year-to-year in- 
crease, rising from $103.2 million for fiscal 1936, to 
$537.7 million for the 12 months to the end of last 
January. This was $37.2 million greater than the 
previous year’s sales and continued the uptrend 
which in the five years since fiscal 1951 has carried 
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sales up from $408.8 million, a gain of approximate- 
ly $128.9 million. Net income for fiscal 1956 also set 
a new record high at a little more than $22 million, 
the equivalent of $3.07 a share on the average num- 
ber of shares outstanding. This compares with the 
preceding year’s net income of slightly more than 
$19 million, or $2.63 a share. Per-share earnings 
for both years are adjusted to reflect the 2-for-1 
stock split in January, 1956. Indications are that 
Federated will set new records in its current fiscal 
year. For the first 26 weeks to July 28, net sales in- 
creased to $245.8 million from $229.8 million in the 
comparable period a year ago while net earnings 
rose to $7.5 million, equal to $1.05 a share from a 
little more than $7 million, or 98 cents a share, in 
the like weeks of 1955. This showing for the first 
26 weeks of this year is without the benefit of sales 
or earnings of Burdine’s in Miami, which did not 
become a Federated division until last July 28. 

The Burdine acquisition has brought Federated’s 
units up to nine main stores, 20 branches, and nine 
smaller stores, the latter group making up the Fed- 
way division. In line with further expanding opera- 
tions to keep pace with growing-area needs, the 
company, some months ago, began work to increase 
Foley’s downtown Houston, Tex., store by 50%, 
planning construction of two important branches in 
the Dallas suburbs for Sanger’s. These new units will 
be complete department stores, one of which is 
scheduled to open in 1957 and the other in 1958, An- 
other planned unit is the new Babylon, L. I., store of 
Abraham & Straus which, when opened for business 
next year, will be the third major A & §S branch 
store on the island. 


Since the elimination of its preferred stock in 
1954, the company has further reduced its long-term 
debt to approximately $19.3 million at the 1956 fiscal 
year-end. Since the 2-for-1 stock split, dividends on 
the common have been on a 40-cent quarterly basis, 
yielding a return of 5.16% on the shares at present 
price around 31. We would hold this issue for income 
and growth. 


R. H. Macy & Co. Inc. established a new all-time 
high in its fiscal year ended last July 28, with salvos 
of $398.2 million. This exceeded the previous year s 
volume of $376.4 million by $21.8 million, a gain of 
5.8%. Net profit for fiscal 1956 also increased 0 
$6,348,725, equal to $3.07 a common share. The: e 
was also a non-recurring profit of $1,286,000 fron 
the sale of investments in General Teleradio, Inc., 
which brought income for the common stock up *o 
$3.81 a share. This compares with per share ear - 
ings last year of $2.64. 

Fiscal 1956 results were without the benefit «f 
three new stores which began operating late in tle 
summer. These include Macy’s new big branch sto 
at Roosevelt Field, L. I., another large store in tle 
Valley Fair Shopping Center in the San Francisc» 
Bay area at San Jose, Calif., and a third in tke 
Mission Shopping Center, Mission, Kan. Two more 
units now are under construction. One is the 340,000- 
square-foot Bamberger branch in Bergen County), 
N. J., being built by the Garden State Plaza Corp, 
a wholly-owned Macy subsidiary, and the other 1 
162,000-square-foot branch of Macy’s California at 
San Leandro, Calif. 

Macy closed its 1956 fiscal year with current as 
sets, including $12.6 million cash, totaling a little 
more than $104 million. Current liabilities stood a 
$44.9 million, leaving net working capital of slight: 
more than $59 million. Dividends on the common 
stock recently were increased from 40 cents to 50) 
cents quarterly. The issue, currently priced in the 
market at 30, is selling to yield a return of 6.6% 
Considering Macy’s long-term growth potentials, the 
stock, with its good yield, should be retained. 


May Department Stores Co., for the fiscal year 
ended last January 31, achieved new heights from 









































Apparel & Shoe Stores 
_ - Ist 6 Months —— Full Year ———————_ 
Net Sales Net Profit Margin Dividend Per Share Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 
{Millons)—— ¥ 4 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 

Arnold Constable $ 12.2 $ 12.4 7% 4% $25 $ 15 $2.11 $1.92 $1.25 $1.25 22 -18'2 19 6.5% 
Best & Co. 16.4 17.7 3.5 3.5 .96 1.04 2.78 3.00 2.00 2.00 35%-30 31 6.4 
Bond Stores 85.0! 87.11 na na .40 1.86 1.00 1.00 19%-14% 15 6.6 
Diana Stores 30.1! 33.0! 4.0! 4.0! 1.39! 1.55! 1.40 1.39 .80 1.00 16%-12% 15 646 
Edison Bros. Stores 42.1 42.5 2.9 2.7 1.31 1.24 2.34 2.65 1.50 160 30 -23'%2 24 6.6 
Grayson-Robinson Stores 72.9- 84.1- 4- = 1.5° 31° = -1.58* 17 7 3 21%5-5% 6 
Howard Stores 14.4 14.2 E 406 © 01 1.84 1.35 1.50 1.00 18%4-13% 13% 7.4 
Lane Bryant 32.1 33.2 2.7 5.4 1.14 1.18 1.86 2.47 1.00 1.20 18%-16 18 6.6 
Lerner Stores 74.1 75.8 2 8 72 51 1.81 2.44 1.20 1.20. 23 -19 20 6.0 
Mangel Stores 13.3 ‘14.7 2.7 3.0 1.45 1.75 3.52 4.27 1.65 1.65. 3334-19 31 5.3 
Melville Shoe 53.4 58.3 5.4 5.0 1.03 94 2.11 2.24 1.80 1.80 3234-2858 29 6.2 
Miller-Wohl Co. 36.2 38.9 na na 39 48 40 40 6%- 5 542 7.2 

na—Not available. 4—Distr. 1 sh. of (S.) Klein for each sh. held. 

‘_Deficit. 4—Plus Vasth sh. of $4 pfd. for each sh. held. 

1-12 months ended July 31. 5—Prior to 5-31-56 spin-off S. Klein stock. 

*—9 months ended April 30. 
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| Variety & Specialty Stores 
- Ist 6 Months— Full Year 
Net Sales Net Profit Margin Dividend Per Share Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. | 
(Millons) % % 1955 1956 1954 1955-1955 1956 1955-56 Price Yield 
Barker Bros. $142 $ 19.3 16% 17% $ 54 $ 80 $1.40 $2.41 $ 60 $1.00 26 -13% 14 7.1% 

i Davega Stores na na na na "91.45 47 734- 4% 6 
Gamble-Skogmo 42.1 45.9 4.1 3.6 64 61 91 1.22 .60 60 11%- 9 10 6.0 
Grant (W. T.) 147.4 160.8 2.3 7 58 40 3.35 3.71 1.80 2.00 4512-35 36 5.5 | 
Green (H. L.) 49.1 49.4 1.6 1.4 68 61 2.99 3.06 2.25 2.25  3434-27'8 28 8.0 
Kresge (S. S.) 148.3 155.9 ae 2.8 73 81 2.24 2.52 1.60 160 32 -26% 27 5.9 
Kress (S. H.) 72.2 71.3 3.5 3.2 1.07 97 3.51 3.81 3.00 2.50 55%2-345 35 7.1 
McCrory Stores 46.0 47.8 17 1.6 32 31 1.25 1.35 1.00 1.00 16%2-133%4 14 7.1 
Mclellan Stores 25.7 26.6 1.3 8 41 .26 2.13 2.02 1.80 1.60- 29%-1834 19 8.4 
Murphy (G. C.) 81.7 86.7 3.3 3.4 1.20 1.41 3.28 3.98 2.12'2 2.00 47 -40 40 5.0 
Neisner Bros. 28.7 29.1 1.0 4 43 21 1.69 2.00 1.00 1.00 17'%2-14% 14% 68 
Newberry, J. J. 76.2 82.1 1.7 1.8 77 .90 2.96 3.59 2.00 2.00 3912-33 35 5.7 
Reliable Stores 11.5 119 3.7 3.3 72 67 1.55 2.25 1.05 1.20 19-14% 16 7.5 
Sterchi Bros. 8.6! 9.4! na na 1.55 1.74 1.00 1.00 15%-1334 14 7.1 
United Cigar Whelan na 27.6 1.2 10 16 .20 .23 5 172 6M4~- 42 4%. 3.8 
Western Auto Supply 85.9 97.8 2.1 2.0 1.18 1.25 2.68 3.22 1.572 160 37 -26 34 47 
Woolworth (F. W.) 327.4 343.5 3.5 3.8 1.21 1.36 2.92 3.52 2.50 2.50 52%-44'2 44 5.6 

na—Not available. 1_6 months ended August 31. ~—Plus stock. } 














the standpoint of net sales at $494.3 million, an in- 
srease of almost $50 million, cr 11% over sales of 
$444.3 million in the preceding year. 

This rate of gain was exceeded by the increase in 
fiscal 1956’s net earnings to $19.4 million which 
after preferred dividends, were equal to $3.09 
a common share and represented a 14.5% growth 
over net earnings of approximately $17 million, or 
$2.68 a common share in the preceding year. The 
uptrend in sales and earnings continued through the 
first half of the current fiscal year. For the six 
months to last July 31, sales increased to $228.6 
million, up from $208.9 million for the comparable 
months of a year ago, representing a gain of 9.4%. 
Earnings for the 1956 period of $4.8 million, or 72 
cents a common share, gained 12.3% over the $4.3 
million, or 64 cents a share, for the like months of 
last year. The maintenance of this rate of gain over 
the final half year should produce net earnings of 
close to $3.81 a share for the common stock in the 
fiscal year ending next January 31. 

With the opening of new branch stores last year, 
the May company now operates 10 downtown stores, 
20 branch stores and a shopping center in growing 
metropolitan areas in seven states. According to 
present schedules, two new stores, now under con- 
struction, will be added during the coming year. One 
of the new units will be a branch of the Los Angeles 
store at the Eastland Shopping Center in West 
Covina, Calif., and the other a branch of the Cleve- 
land store in University Heights section of Cleve- 
land. 

With indicated further improvement in current 
earnings it is believed consideration will be given 
in the near future to increasing the common dividend, 
now being paid at an annual rate of $2.20, which 
yields on the present price of 39 an income return of 
5.6%. Would continue to hold this issue. 


J.C. Penney Co., Inc., operating the largest chain 
of junior department stores—1,650 in number at the 
close of 1955—also has been one of the fastest grow- 
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ing merchandisers in the retail field. Within the 
decade, beginning with 1946, sales have increased 
from $676.5 million to $1.22 billion in 1955. Over 
the same time span, net income has expanded from 
$35.4 million to $46.1 million, or at an average an- 
nual rate of $1 million per year. A notable feature 
of these increases is that between 1954 and 1955 
sales expanded by about $113 million, although 
Penney in the later year had opened only 33 new 
stores in communities not served by Penney stores 
before. Contributing to the year’s growth, however, 
was the relocation in new buildings of 26 existing 
stores and the expansion or improvement of 102 
other retail units. Net earnings for 1955 were equal 
to $5.60 a share, compared with $5.30 for 1954. 

Since the end of last year, 29 more stores have been 
added to the chain, bringing the total to 1,679 with 
approximately 11 additional stores to be opened be- 
fore 1956 has ended. On the basis of sales figures 
for the eight months to last August 31, it is apparent 
that current year’s sales again will set a new high 
with net income reaching $5.75 a share, conserva- 
tively estimated. 

Because of its strong finances and the absence of 
any securities senior to its common stock, Penney is 
able to pay out the greater portion of earnings in 
dividends. At the present time, these payments are 
on a 75-cent quarterly basis and early this year were 
supplemented by $1.25 extra. It is expected that a 
similar extra distribution will be payable early in 
1957, again bringing total payout to $4.25 a share 
to yield, at present price of 83, 5.1% . It is an attract- 
ive return on this good-quality stock. 

Business of the leading mail-order houses has been 
at a brisk pace through the first eight months ended 
last September 30, although the rate of gain in the 
latter 30-day period was not up to the levels of 
earlier months. 


Spiegel, Inc., for example, which had shown sales 


gains of 20.7% for July, 1956, over the like month 
of 1955 and anincrease (Please turn to page 165) 
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What To Do 
About 
DIVIDEND 


CASUALTIES 


. By OLIVER WARDWELL 














W hen earnings reports of the great majority 
of corporations show increasing sales and rising 
earnings, in some instances to record heights, it is 
startling to inadequately informed shareowners, as 
well as to those who close their eyes to facts, that 
their company has reduced its rate of dividend, or 
worse yet, has decided to omit payment altogether. 

Such unfavorable news is shocking, to say the 
least, but it is even more so in the light of announce- 
ments by many other corporations regarding in- 
creased dividends, extra distributions, or stock splits 
with the new shares being put on a more liberal 
dividend basis. 

For illustration, cash dividends paid by corpora- 
tions during the first eight months of this year were 
15% greater than in the comparable months of last 
year. 

According to U. S. Department of Commerce fig- 
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ures, total dividends paid between January 1, and 
August 31, 1956, reached $6.4 billion, compared with 
$5,564,000,000 in the first eight months of 1955. In 
other words, shareowners of these paying corpora- 
tions in the 1956 period received over $800 milion 
more than last year up to August 31. If dividend 
payments in the final four months of this year match 
the approximately $5 billion distributed in the like 
period of 1955, total payments for the current year 
should go up to around $11.5 billion. That would be 
about a billion dollars more than the total payout in 
1955. This is estimating conservatively. 


9 Out of 10 Pay Cash 


Backtracking a bit, during the first six months of 
this year, 947 out of 1,080 common stocks listed on 
the New York Stock Exchange paid one or more 
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cash dividends. Over 55%, or 527 of the common 
dividend payers, distributed a larger amount of cash 
than in the comparable months of 1955; 376 dupli- 
cated 1955 payments; a few paid less, and a still 
smaller number fell by the wayside, paying nothing 
it all. 

Such action by the latter group, except for isolated 
cases, was not a complete surprise to the properly 
informed investor. In a market tending to move 
iigher, except for the downturn on news of President 
Eisenhower’s illness last May, these issues, for the 
most part, provided warning signals through their 
lisplay of market weakness. The astute investor and 
hose properly counseled, holding issues in this 
sroup, were thus put on notice that something was 
miss. By taking appropriate action in time they 
vere able to avoid or greatly limit loss of capital be- 
‘ause of declining market value, switching funds so 
released into issues that were proved to be more 
stable dividend-payers, thus protecting against loss 
f income. 

Human nature being what it is, many investors, 
either hoping for the best or unable to form a de- 
cisive judgment, have continued to hold these issues. 
Undoubtedly, they have since been plagued by re- 
curring doubt as to what course of action should be 
taken regarding holdings of an issue that has re- 
duced or omitted dividend payments. 

As an aid to solving this problem we present the 
accompanying compilation of pertinent statistics, to- 
gether with our comments, somewhat in detail, re- 
garding a selected number of companies in this cate- 
gory. Embodied in the compilation is our rating on 
each issue, arrived at by our reappraisal of the com- 
pany to determine those issues in a position to im- 
prove their position; those concerning which there 
is some doubt as to immediate earnings outlook, and 
those that appear to offer little encouragement for 


the immediate future, although there appears to be 
some prospect for improvement over the long-ter.n. 
On the basis of our reappraisals, we have rated each 
stock in the list with one of three symbols as follows: 


(1) H—hold. This signifies that important 
changes for the better appear on the 
way, and that the stock is likely to 
recover substantially over the longer- 
term. The stock, accordingly, shouid 
be held. 

(2) S — This symbol is attached to stocks whose 
future is too uncertain, or whose re- 
covery may be too long delayed, to 
warrant continued retention. Investors 
troubled by these issues might find it 
advantageous to make substitutions 
from any of the better-grade stocks 
recommended in each issue of The 
Magazine 

(3) H-T —hold temporarily. In these instances, 
we suggest that the investor maintain 
his position for a while longer. not so 
much because of definite prospects of 
genuine recovery but because, at pre- 
vailing prices, stocks so marked appear 
to be fairly well liquidated and, even a 
minor improvement could provide the 
opportunity for selling at a more 
favorable price, thus reducing the loss. 


From the list making up the accompanying tabu- 
lation, we have selected for comment the following 
companies : 

Kress (S. H.) & Co., in reducing this year’s third 
quarter dividend to 50 cents from 75 cents in pre- 
vious quarters over a long period of years, was 
motivated by the desire (Please turn to page 162) 
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16 Stocks That Passed or Cut Dividends in 1956 
1956— - Last Changed 
1954 1955 Ist 6 Months Quar. or to New | 
Earnings Div. Earnings Div Earnings _Divdend Periodic Quar. or 
| Per Per Per Per Per Per Share Price Range Recent Payment Periodic 
Share Share Share Share Share To-date 1955-56 Price Per Share Payment Rating 
Consolidated Textile $1.37 $ .10 $ .02 $ .10 $4.08! $ 11 - 6% 6'2 $ .10 $ 9 
Emerson Radio & Phonograph 97 .60 1.28 .60 .021 30° 16%- 7 7M% 7 3 Ss 
Fajardo Sugar 1.24 1.12% 58 1.00 na 65 1814-107 12 25 15 H-T 
International Packers Ltd. 94 .60 44 .60 17 17 - 9% 934 .30 = $ 
nd Kress (S. H.) & Co. 3.51 3.00 3.81 3.00 97 2.00 5512-3458 35 75 50 H 
th Motor Wheel 2.04 2.00 3.54 2.00 1.23 1.40 3358-21 24 50 40 H-T 
In Natomas Co. 13 60 .09 60 01! 30 10%- 5% 6% 30 | 
‘A- Oliver Corp. 1.61 .60 2.13 .80 .071 55 1858-11 11” 25 5 H-T 
on Philco Corp. 1.70 1.60 2.13 1.60 17 80 4352-1812 1858 40 .20 H-T 
nd Pittsburgh & West Va. Ry. 2.80 2.00 2.87 2.00 1.61 1.40 3554-2434 26 50 40 H 
ch Raytheon Mfg. 1.39 6 1.62 6 454 2534-13 17 8 a a 
ke Rheem Mfg. 3.67 2.20 3.10 2.40 55 1.00 4534-197 21 40 3 HT 
ar Ruppert (Jacob) 1.67 75 99 1.00 4116 50 15%- 9% 9% 25 le: | 
be Sunshine Mining 67 60 Al .60 31 35 12%- 8 8% 5 10 s 
in Twin Coach 2.73 60 4.99 70 04 18%- 8% 10 7% 2 § 
Underwood Corp. 1.66 1.25 2.01 1.50 05 1.00 44 -24)2 24% 50 25 s 
4_Deficit. 4—Year ended May 31, 1956. RATING: H—Hold; outlook improving. 
na—Not available. 5—Plus stock. S—Highly speculative; outlook uncertain. 
1—9 months. 6—Paid 10% stk. 1954; 5% stk. 1955. H-T—Hold temporarily. 
of 2—Dividend deferred. 7—1% stock. 
- 3—Dividend omitted. ated li 
Be ees ee ee - 
:T 
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The role of Chessie the Cat is to tell Americans 
they will “sleep like kittens” on the Chesapeake & 
Ohio Railway. For the wide-awake and aggressive 
executives who guide the destinies of this high- 
balling Eastern carrier there is precious little 
kitten-like slumber. 

While it is true that less dedicated management 
would have shown favorable results, given the 
resurgence of bituminous coal and a booming indus- 
trial territory, the men who run the C & O were 
ready for better days when they arrived. In a field 
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The New C & O 
Industrial Complex Gives 
King Coal A Varied Diet Lats: 


By WARD GATES 


of endeavor that has more than its 
share of pessimists and exponents 
of the “sit tight’ philosophy, the 
C & O people stand out. They have 
the get-up-and-go air of Texans and 
the enthusiasm for innovations of 
laboratory scientists. 

Their aggressive industrial devel- 
opment program has brought to the 
region they serve many an industry 
that might have gone elsewhere. 
Industrial engineering techniques, 
electronic train signaling, electronic 
computers to pare the cost of paper 
work and labor-saving machinery 
outside the office — these are but a 
few of the innovations that have 
given a spanking-new appearance 
to C & O. 


A Factory On Wheels 


Indeed, the C&O people are given 
to thinking of their operation as a 
plant — an open-air transportation 
factory sprawled over 5,300 miles 
with a nation-wide sales and service 
organization. The property stretches 
from the Atlantic Ocean to the 
Great Lakes, through nine states, 
of Columbia and a 

province of Canada. 
Their pride in this up-to-date 
plant prompted directors to hold the 
annual meeting of shareholders this year in a rail- 
way yard, enabling stockholders to obtain a glimpse 
of this streamlined property. A 10-acre railroad 
exhibition featured its Railvan, a combination box 
car and highway truck trailer; the Abbott Tie 
Machine, which removes and replaces wooden ties 
without disturbing the adjacent roadbed, and numer- 
ous other money-making and cost-cutting devices. 
And it is to make money and cut costs that C & O is 
prepared to entail heavy outlays for new devices. 
Management approaches its problem after the fash- 
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ion of any industrialist. The basic idea is to ~— 
generate the greatest volume of sales at the 





lowest possible cost. 
The 750 stockholders who showed up at 








Richmond, Va., in April for the annual meet- 
ing were a happy lot. More impressive than 





radio-equipped diesel locomotives and freight 
cars with new paint schemes were the words 
of Cyrus Eaton, the financier who serves as 
chairman of the C & O board. He recalled that 
‘wo years earlier the stock was selling at $32 

share and added: “Here, two years later, 
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e find the market substantially double that 
nd in the meantime we have had very gener- 











cus dividends.” 








Mr. Eaton could glow over the rise in the 
ividend, effected last December, when the | 
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uarterly rate was boosted to 87.5 cents from t 
5 cents. C & O had come a long way from the 


leak days of late 1949. In November of that 1945 


ear the directors deferred dividend action. yr 





Those were days when this largest coal 32.8! 
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3.55 _| 4.33 3.72.1 | 
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arrier was feeling the pinch of strikes in the 

oal mines. There was quite a bit of red-ink 
vriting at the time. Even then, however, the road 
was repairing idle freight cars at an accelerated 
ace in preparation for a marked comeback in 
perations. 


King Coal Back On Throne 


This is a new day for the bituminous coal indus- 
try. Stimuli have been provided by the rising need 
if the expanding steel industry for metallurgical 
coal, the trend toward larger steam-generating 
plants in the electric-utility field, and the growing 
‘ement and chemical industries. This situation is 
proving lucrative for C & O, which originates and 
hauls more soft coal than any other carrier. 

In addition, coal-hungry Western Europe has 
turned to the United States for much of its supply. 
This country now is “carrying coal to Newcastle.” 
At Hampton Roads ports, despite increased pier 
facilities which are being operated on a round-the- 
clock basis, ships have to await turns to load coal 
for overseas destination. This year, it is expected 
that over 40 million tons will be shipped to Europe. 

The C & O was ready for the windfall. That it was 
geared up to handle this traffic is evident from the 
fact that last year not a single day’s coal production 
was lost at a mine on the railroad because of lack 
of coal cars for loading. 

At C&O, the emergence of Western Europe as a 
prime market for American coal stirred consider- 
able excitement. Walter J. Tuohy, the vigorous presi- 
dent of the road, sees the expanding need for energy 
all over Western Europe providing a permanent and 
growing market for our coal, adding significantly : 
“if we follow it up.” 

Mr. Tuohy is not one of those who believe in the 
better-mouse-trap theory of merchandising — he 
belongs to the collar-the-customer school. And he 
is not one to let an ocean stand in his way. Convinced 
that the overseas coal business of this country will 
not grow by itself, he has gone to Europe. He be- 
lieves, after a tour of the Continent, that European 
users will be favorably disposed toward our coal so 
long as they can acquire it economically. Dollars are 
not a problem with most of them. Because of the 
large volume of export of manufactured products, 
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* plus stk div. 
from Germany particularly, the dollars are avail- 
able to buy our coal, 

The C&O is not oblivious to the fact that the 
higher cost per ton for American coal will exert 
a constant pressure in Europe to increase local out- 
put, and to search out other and cheaper sources 
of energy. German coal can now be delivered to the 
consumer at about $16 a ton. 

But European producers do not enjoy the benefits 
of modern mechanized mining typical of this coun- 
try. Production costs are increasing due to higher 
wages and shorter work hours. Of course, costs also 
are rising on this side of the ocean. In recent days 
John L. Lewis has signed a contract for his 200,000 
soft-coal miners that kept them in the lead as this 
country’s best-paid industrial workers. The new 
accord gives them a 30-cent hourly wage hike. This 
includes an immediate 15-cent hourly rise, an addi- 
tional 10 cents hourly next April, plus about 5 cents 
in fringe benefits. Coal operators have predicted a 
rise of 25 to 40 cents a ton now and another rise 
next April, when wages go up again. 

While American producers may get somewhat 
nervous over rising prices for American coal, 
Europe has its own problems. The European Coal 
and Steel Community reports that its total coal out- 
put last year fell 13 million tons below the estimated 
production for the year. The higher quality of Amer- 
ican coal, plus the proved ability of the American 
miner to out-produce his European counterpart — 
now 10 cents per man a day compared with one ton 
per man a day in Europe — are basic advantages. 

C&O has figured (in advance of the pay boost 
granted the United Mine Workers this fall) it costs 
$22 to get a ton of American coal to the Netherlands 
port of Rotterdam — $7 for the coal at the mine, 
$4 for railroad transport and about $11 for ocean 
transport. 


UMW and C & O Partnership 


The bottleneck in this business is the lack of mod- 
ern American ships to haul the coal. More than 95% 
of American coal that moved to Europe last year 
went in foreign bottoms. This year it is even higher. 
Many of these vessels are old and slow, with capaci- 
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Comparable Balance Sheet Items 


December 31 


1946 1955 Change 

ASSETS (000 omitted) 

Cash & Marketable Secur..... $ 47,826 $ 91,313 +$ 43,387 
Receivables, Net : ; 8,494 11,484 a 2,990 
Materials & Supplies 11,398 22,287 + 10,889 
Other Assets 3,633 14,207. -+ 10,574 
TOTAL CURRENT ASSETS 71,351 139,291 + 67,940 
Road & Equipment 684,964 1,149,611 + 464,647 
Donations and Grants cr 3,301 cr 15,814 + 12,513 
Deprec. & Amort. er 220,146 cr 331,772 + 111,626 
Investment & Funds 82.334 38,223 — 44,111 
Other Assets 1,597 3,0i3 + 1,416 


TOTAL ASSETS $516,799 $ 982,552 +$365,758 
LIABILITIES 

TOTAL CURRENT LIABILITIES $ 52,272 $ 90,216 + 37,944 
Other Liabilities 8,937 12,212 + 3,275 
Unadjusted Credits 3,714 15,733 + 12,019 
Long Term Debt 200,906 355,936 + 155,030 
Preferred Stock 10,912 + 10,912 
Common Stock 193,734 202,665 aa 8,931 
Surplus 157,236 294,878 + 137,642 
TOTAL LIABILITIES $616,799 $ 982,552 +$365,753 
WORKING CAPITAL $ 19,079 $ 49,075 +$ 29,996 
CURRENT RATIO 1.3 1.5 + a 























ties of only 9,000 to 10,000 tons of coal. 


In a bold step to help themselves, the C & O people 
last June joined with the other Pocahontas roads 
(Norfolk & Western and the Virginian) and coal- 
producing companies to form a partnership with 
John L. Lewis’ United Mine Workers. They set up 
American Coal Shipping, Inc., a $50 million cor- 
poration. By August, they had gotten a Maritime 
Administration examiner to approve their request 
for 30 laid-up Liberty ships. This has stirred the ire 
of the old-line shipping companies, which fear rate 
slashes and expansion by American Coal Shipping 
into their other business. 

C & O’s Mr. Tuohy already has said there is need 
for stabilization of ocean rates. The rate per ton of 
coal to Europe has varied from a low of $4.25 in 
1950 to a high of $15 in 1951, with similar varia- 
tions in the years that followed. The coal-carrying 
roads, the producers and the United Mine Workers 
fear that wide fluctuations in rates can damage 
their export interests. 

This export business also could get an added lift 
from the Suez Canal crisis. Should oil tankers choose 
to use the Cape of Good Hope route, shipments of 
oil to Europe would be slowed. This could result in 
greatly increased demand for American coal on the 
Continent. And in the unlikely event that Middle 
East oil were denied to Europe, it would throw an 
impossible burden on the present coal-freighter 
fleet, foreign and domestic. 


Other Freight Revenues Soar 


The story of C & O, of course, is more than coal, 
vital though that fossil fuel is to the road. Twenty 
years ago, about three-fourth of its freight revenues 
stemmed from coal. A decade later, this ratio had 
fallen to 65%, chiefly through growth in transport 
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of other products. Since the merger with Pere Mar- 
quette in June of 1947, coal revenues have consti- 
tuted only a little more than one-half of the rail- 
road’s income in most years. 

Indeed, in 1954, marked by a recession for large 
areas of the economy, C & O earned more carrying 
merchandise freight than coal, although it retained 
its decades-long position as the country’s leading 
originator of soft-coal traffic. That year merchan- 
dise traffic revenues contributed 51% of freight 
operating revenues. 

While coal once more is in the ascendancy, it ‘s 
not likely to resume the dominant role of 20 years 
ago, or even 10 years ago. Coal revenues between 
1947 and 1955 rose 12.4%. Over the same span other 
freight revenues soared more than 38%! In 1955, 
coal revenues toted up to $189.3 million to re-cross 
the 50% line, as other freight revenues broug}t 
C & O $163.2 million. 


Growing Traffic Diversity 


While C&O places great store by the coal up- 
surge, its Industrial Development Department is out 
beating the bushes for new plants and new indus- 
tries, so that together with the other roads serving 
the great growth area of the Ohio Valley, tremen- 
dous progress has been made in industrializing this 
section. 

C & O alone has brought 116 new plants and sites 
to its right-of-way—such names as Ford Motor Co., 
General Motors, Union Carbide & Carbon, E. I. du 
Pont de Nemours & Co. and Standard Oil Co. (New 
Jersey). Over the past decade some 1,000 plants 
have settled along the C & O lines. 

The road’s 5,300-mile open-air factory links areas 
of industrial growth and development, with specia! 
emphasis on the Nuclear Age. It taps the world’ 
greatest supply of high-quality industrial coal fo: 
this mighty industrial complex. On the east, it 
facilities at Newport News, Va., link the C&O to 
the commerce beyond the sea. At the center, the 
Kanawha Valley and the Ohio Valley (sometime: 
called the Atomic Valley) are growing so fast wit} 
atomic, chemical and other industrial plants that it 
no longer is adequate to refer to the region as the 
American Ruhr. Indeed, it dwarfs the Ruhr. 

C & O Land serves one of the mightiest industria! 
complexes in the world—the automotive producers 
and their suppliers, the steelmakers, the chemical! 
producers, machine tools and rubber, farm equip 
ment, aluminum plants and glass manufacturers, 
to cite but a few. It also serves a rich farming region 
and commercial forest lands. From the 116 new 
businesses set up on its lines last year alone, C & O 
expects over $7 million of annual new revenues. 


Additional Growth Expected 


To handle the growing business, C & O is pushing 
for a bigger and better transportation factory. Early 
this year, it had on order locomotives and freight 
cars costing $140 million. Half of this equipment 
will be received this year. In addition, it has sched- 
uled around $20 million of roadway projects, which 
means a total of $90 million will be spent on enlarge- 
ments and improvements this year. 

The 222 diesel locomotives it has ordered would 
bring total ownership to 1,019 units. This would 
mean just about 100% (Please turn to page 167) 
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Interest Rates Rise 


With Capital Demand 


By J. S. WILLIAMS 


An urgent demand for capital and the high- 
est interest rates in a quarter of a century have 
combined to create an exhilarating atmosphere for 
shares of commercial banks. Employment of record 
sums in providing funds for construction and en- 
largement of inventories has enabled virtually all 
yanking institutions to bolster income. 

Operating costs have risen substantially, of 
course, and rates paid for money advanced in bank 
loans have risen; but banking as an industry has 
experienced steady gains in profits in recent years. 
Results this year promise to compare exceptionally 
favorably with 1955 figures. 

How long will this stimulating environment en- 
dure? That is the unknown factor which handicaps 


OCTOBER 27, 1956 























investors in endeavoring to appraise bank stocks. 
No one can give a categorical answer, of course, 
since general economic conditions over coming 
months, more than likely, will govern demand-and- 
supply factors for money to such an extent that only 
the future can shed light on the problem. Because 
financial markets have become so accustomed to 
interest rates at historically low levels, there is a 
possibility that firming tendencies may retard ex- 
pansion programs and bring about some recession 
in industrial activity. Such a development could turn 
the tide so far as demand for capital is concerned. 


Business Reluctant to Shelve Plans 
Thus far, however, business has evidenced little 
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inclination to abandon plans for enlargement of 
facilities and extension of manufacturing activities. 
Complaints have been registered against ‘‘exorbi- 
tant’’.interest charges, but managements have been 
reluctant to shelve projects that promise increased 
sales and earnings over the future. Moreover, since 
interest charges represent a normal business expense 
and are deducted before calculation of net income 
subject to Federal income taxes, the actual out-of- 
pocket expense for use of borrowed funds is negli- 
gible. As an example, if the interest charge on a 
bank loan is 4% and the corporate borrower’s tax 
rate is 52%—the effective rate for most companies 
—the actual interest cost is less than 2%. It is little 
wonder that funds still are in demand. 

The significant tax advantage tends to explain the 
persistent expansion in borrowing to provide neces- 
sary funds for expansion. Many companies have 
issued capital stock in recent years as the market 
value of outstanding shares has mounted to levels 
that permitted offering additional amounts to stock- 
holders at prices below prevailing quotations. In 
relation to the total capital raised for business pur- 
poses, however, common stock flotations have been 
much smaller than in previous boom eras. Recourse 
has been had in many cases to convertible obliga- 
tions. Thus, as business has prospered and stocks 
have climbed to record highs, corporations have been 
able to utilize borrowed capital in financing expan- 
sion while offering inducement to holders of fixed in- 
terest securities to convert their holdings to capital 
stock later. 


Holding Down Capital Costs 


In following such a procedure the cost of capital 
is held to a minimum while facilities are being en- 
larged and no income is being derived from proper- 
ties under construction. Later in the cycle, as the 
enlarged plant begins to contribute handsomely to 
the organization, earnings forge ahead and divi- 
dends can be raised on outstanding shares to a point 
that attracts holders of convertible securities. Be- 
cause public utilities require large sums to finance 
new power stations and construction of such units 
often continues for a year or more, the prolonged 


lag in deriving earnings from projects of this kind 
encourages managements to resort to borrowing. 

Sharply higher financing charges may imperil 
some types of construction, however, where debt 
represents a high percentage of building cost and 
income anticipated from the project cannot be meas- 
urably increased. Housing developments, shopping 
centers and the like are typical examples. Ordinari! 
mortgage money accounts for 80% to 90% of the 
cost of the project. Rental boosts that would be 
needed to assure adequate income to service tle 
loans likely would jeopardize the ventures, for pro - 
pective tenants would have to be assured they cou | 
afford to utilize the facilities. A comparatively mo: - 
est advance in interest charges in financing a group 
of stores, for example, would necessitate sharp u)- 
ward revisions in rents which would make tl 
project impractical. 

These conditions must be taken into account i) 
endeavoring to determine the probable trend cf 
interest rates and their effect on earning power cf 
commercial banks. Another vital factor for ban; 
managements to consider is the availability of funds 
to be utilized for offering to prospective borrower: 
Such money may be obtained through deposits « 
bank customers or through new capital supplied b 
bank stockholders. Recent developments have ind 
cated that deposits are not expanding as rapidly a 
bank managements would like. If a moderate declin 
in industrial activity should develop and deman: 
for loans should subside, most banks would find tha 
deposits probably would prove adequate. 


The Chase Manhattan Proposal 


The recent action of the Chase Manhattan Ban! 
in proposing to raise new capital from its stock 
holders, however, seems to suggest that this larg: 
institution feels that demand for loans may persis 
for an indefinite period and that money rates may 
remain relatively high. Management of the bank 
presumably has come to the conclusion that the addi 
tional capital could be put to work profitably. I 
other institutions follow the same line of reasoning 
it would be reasonable to look for a series of hikes 



































Statistical Data on Leading Bank Stocks 
Indicated 
Total Deposits Loans & Discounts U. S. Govt. Securities Book Value Earnings per Share* Current 
9-30-56 12-31-55 9-30-56 12-31-55 9-30-56 12-31-55 per Share Ist 9 Months Dividend Recent Dividend 

—_—_—_—_—_——__——Millions— — 9-30-56 1956 1955 Rate Price Yield 
American Trust, San Francisco $1,430 $1,409 $ 805 $ 756 $ 354 $ 410 $ 36.93 $ na $ 3.32! $160 $ % 
Bank of America, San Fran. 8,498 8,802 5,073 4,727 1,821 2,149 21.42 na 2.75 1.80 38 4.7 
Bankers Trust, N. Y. 2,281 2,494 1,484 1,402 373 463 59.92 3.18 3.02 2.80 68 4.1 
Chase Manhattan, N. Y. 6,492 6,789 3,554 3,510 1,188 1,230 44.51 2.29 2.55 2.40 53 45 
Chemical Corn Ex., N. Y. 2,627 2,896 1,460 1,307 437 507 43.10 2.89- 2.64- 2.00 52 3.8 
Cleveland Trust Co. 1,330 1,353 709 636 376 446 260.38 na 20.42 6.00 298 2.0 
Continental, Illinois, Chicago 2,627 2,739 1,045 1,010 687 862 86.19 na 6.50 4.004 89 4.4 
First National City, N. Y. 6,226 6,309 3,536 3,185 1,126 1,319 56.61 3.65" 2.91° 2.60 69 3.7 
First National of Bost 1,800 1,613 970 868 284 374 53.25 4.48- 3.58- 2.85 69 4.1 
First National of Chicago 2,468 2,717 1,466 1,330 632 792 225.04 na 19.60 8.00 318 2:5 
Guaranty Trust, N. Y. 2,390 2,714 1,489 1,498 551 829 82.66 3.94 3.71 4.00 85 47 | 
Hanover Bank, N. Y. 1,646 1,754 904 811 240 441 43.35 na 3.23 2.004 45 4.4 | 
Irving Trust, N. Y. 1,429 1,558 816 724 329 395 25.79 1.832 1.502 1.70 34 5.0 
Manufacturers Trust, N. Y. 2,744 2,956 1,116 1,058 702 769 40.52 2.60- 2.36° 1.75 44 4.0 | 
National Bank of Detroit 1,805 1,880 545 495 637 752 45.92 3.30 3.24 2.00 61 3.2 
New York Trust 674 772 411 401 150 177 66.51 3.93- 3.56° 3.00 71 42 
Philadelphia National 847 910 438 418 117 172 100.60 na 7.51 5.00 107 46 
*—Indicated earnings. *—Net operating earnings per share. 
na—Not available. %—Net operating earnings per sh.; excludes City Bank Farmers Tr. Co. 

| 1—Fyll year 1955. 4—Plus stock. 
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in dividends on bank stocks. Dividend 





increases could be justified by the 
uptrend in earnings—and larger dis- 
tributions well might pave the way 
for active subscription to new issues 


of capital stock. = 

}‘rom the standpoint of the holder 1946 
of bank stocks, present conditions 1947 
seem propitious. Leading banks a 
shculd encounter no serious problems 1950 
in raising additional capital, if they 1951 
so lesire. For one thing, the scramble 1952 
fo. funds has permitted bankers to ae 
be highly selective in taking care of 1955 


cli nts. Weaker borrowers, or those 
wi’ hout established records, receive 
lit’ .e consideration. Only the strong- 





Earnings, Expenses, and Dividends of All Member Banks 


(In Millions of Dollars) - a 
Gross Operating Net Current Net Dividends % of Net 
Earnings Expenses Earnings =. Income Paid Income 
$2,403 $1,469 $ 934 $ 758 $ 267 35% 
2,579 1,650 $2? 653 281 43 
2,828 1,795 1,033 621 294 47 
2,986 1,889 1,097 686 313 46 
3,265 2,020 1,245 781 346 44 
3,669 2,232 1,437 756 371 49 
4,120 2,501 1,619 829 390 47 
4,590 2,7&2 1,809 865 419 49 
4,825 2,999 1,828 1,096 456 42 
5,343 3,265 2,077 985 501 51 
Net income is shown after taxes, profits on securities, recoveries, losses, charge- 
offs, and net increase in valuation reserves. 

















es' and most highly recommended 








ac ounts are accommodated with 

lo: ns. Accordingly, bankers are in a strategic posi- 
tic. to weed out undesirable borrowers and place 
th ir loan accounts in the best possible condition. 
Bi akers like to be able to pick and choose in extend- 
ins credit. 

\lthough top flight corporations, which command 
the most favorable terms in applying for loans, 
have shown almost no indication of modifying ex- 
pansion programs, it may be too early to say to 
what extent higher rates would retard enlargement 
of facilities. Most concerns probably would finance 
a ‘arger part of their requirements through reten- 
tion of earnings, if necessary. In additions, plans 
are formulated so far in advance that it would be 
almost impossible to suspend programs already in 
progress. Managements would rather pay the com- 
paratively modest additional charges involved in 
increased money rates. Over the longer term, how- 
ever, some curtailment may be anticipated. Pro- 
grams still on the drawing board may move more 
slowly until corporate executives can gain a better 
idea of whether tight money mav presage a fairly 
general setback in business. 


Viewing the Future 


Precedent suggests that steadily rising interest 
rates, accompanied by repeated advances in the 
Federal Reserve rediscount rate, such as witnessed 
in the last year and a half, herald approach of a let- 
down. Demand for funds naturally stems from ab- 
normal intensity in industrial operations. Usually, 
such a tempo brings about overproduction and a 
subsequent correction. Speculative excesses in out- 
put are not readily distinguishable, however, and 
economists seem hesitant in forecasting an early 
downturn in production. The season of most urgent 
demand practically is at hand. From now on, for- 
ward ordering may be expected to subside and accu- 
mulation of inventories no longer would seem as 
important as three or four months ago. Repayment 
of loans after December would ordinarily bring 
about a surplus of funds in banking channels. 

It may be appropriate at this point to consider 
how “prohibitive” interest rates have become. One 
may be better able then to attempt a forecast of 
future behavior of money rates as they may affect 
benk investments. As a matter of historical record, 
prevailing charges are modest in relation to those 
that characterized business affairs a~ generation 
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ago. Many highly-rated corporations issued bonds 
in the early 1920’s, or immediately after World War 
I, bearing coupons of 7° or even 8°. Only the best 
names could obtain accommodations for as little 
as 6%. 

The prime bank rate of 4% and the Federal Re- 
serve rediscount rate of 3° seem inconsequential in 
comparison with charges imposed in the boom that 
set the stage for the 1929 “crash”. Business simply 
had become so accustomed to a rediscount rate of 
11.%, or lower, that the steep rise seemed more 
painful than it would have if the experience of the 
1920’s had not been so far removed. 

Moreover, the actual scarcity of loanable funds 
probably has been exaggerated in the minds of many 
market students. Every upward revision of interest 
rates theoretically attracts additional funds. Pre- 
sumably, there is more credit available at the mo- 
ment than ever before. Support for this view is 
found in the fact that commercial loans reported 
by member banks have been advancing briskly for 
two months. Demand for credit certainly has not 
dwindled in spite of increased charges. Institutional 
investors almost surely have turned from common 
stocks to corporate bonds in recent months. Hence, 
borrowers have been able to tap an important source 
of additional credit merely by a readiness to pay 4% 
or 4'2% for new capital instead of 3% or 34%%— 
as was the case a year or 18 months ago. 


Operating Income Climbs 


In the light of unusually favorable economic 
trends, let us examine more closely the progress of 
earnings this year and prospects for the future of 
representative banking institutions. Loans have 
climbed steadily this year and, with the benefit of 
higher charges, operating income has mounted on 
the average, from 10% to 25% in the September 
quarter as well as for the first nine months of 1956. 
Looking more closely at the character of borrowings, 
it may be observed that by mid-1956 commercial 
loans had more than doubled the total reported by 
member banks at the close of 1949. Real estate loans 
had almost exactly doubled in the six and a half years, 
while loans on securities had increased a little more 
than 50%. “Other” loans, which may have included 
securities in certain “mixed” bank loans, climbed 
about 150% in the same period. 

As pointed out earlier, (Please turn to page 160) 
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I, a study of the plywood industry on its 
fiftieth anniversary (THE MAGAZINE, October 1, 
1955) it was noted: “The golden jubilee of the in- 
dustry should also serve as a timely reminder to 
investors that not all of the intervening years have 
been golden.” 

This industry, whose fortunes are linked closely 
to the cyclical home-building field, now is coping 
with the twin problems of depressed prices and 
over-production. And not a few are suffering from 
complications—Japanese exports, straitened finances, 
inventory losses, insufficient reserves of raw mate- 
rial and lack of management depth. 

For the most part, however, the industry is plagued 
by the decline this year in residential construction. 
This was a major factor in the fall of plywood prices 
to the lowest level in nearly seven years. Basic fir 
plywood has dropped from $88 a thousand feet last 
February to a level of $67 this fall. And there is 
considerable fear that the bottom has not yet been 
reached. 


Workhorse Of the Industry 
Douglas fir, which abounds along the western 
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slope of the Cascade Mountains in the Pacific North- 
west, is the principal source of softwood plywood, 
accounting for about 95% of domestic output. Most 
softwood plywood is made from wood native to the 
area where plywood is produced. Douglas fir plywood 
is known as the workhorse of the trade, in demand 
for low-cost construction and other situations where 
price is a vital factor. 

Plywood is used in enormous quantities by the 
building trade for siding, sheathing, sub-flooring, 
roof decking, paneling, cabinets and partitions. In 
addition to its uses in new construction, plywood is 
popular for alteration and renovation jobs. Millions 
of American homes have utilized this material to 
finish off an attic, build a recreation room in the 
cellar or as a decorative material for the living-room 
fireplace. 

There are literally a thousand uses for plywood. 
Of the total production, about half goes into con- 
struction of new homes, 20% to 25% is consumed 
for industrial uses (packing cases, outdoor signs, 
railway cars and the like), 15% for remodeling and 
repair of dwellings and the balance is miscellaneous. 
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*—Merger pending with Int. Paper Co. 

1_Year ended June 30. 

2—Dividend income; Owns 51% Long Bell 
Lumber Co. of Mo. 


6 Leaders In 





202.8° 


3—Simpson Redwood Co. (8-2-56) owns 95% 
of M. & M. Wood Working stock. 

4—9 months ended May 31. 

5—Year ended April 30, 1956. 


The Plywood Industry 


5—Plus stock. 
7—Adijusted for 2 for 1 split Sept., 1956. 
S—Paid a/c accumulations. 


———— 1955 ~—— —_———————Ist 6 Months 1956 

Net Earnngs Div. Net Earnings _ Indicated 

Sales Per Per Sales Per Full-Year Price Range Recent Div. 

(Millions) Share Share (Millions) Share Div Per Share 1955-1956 Price Yield 

Atlas Plywood $ 39.8! $ .45! $ .15 $ 58.4! $ .151 $ .15 15%2- 9% 10 1.5% 
Georgia-Pacific Corp. 85.8 2.537 50° 45.8 1.417 808 41 -12%7 327 2.5 
Long Bell Lumber Corp. “A”* 1.72 2.72- 2.70° 4° 79° 2.02> 8934-28% 72 
4. & M. Wood Working Co. 38.1 1.71 70 3 3 573 3 3 
Aasonite Co. 53.9 4.42 1.556 45.9% 3.924 1.706  50%2-25% 39 4.3 
J. S. Plywood 150.5 3.52 1.70 4.60° 2.20 51%-35 38 $7 























[he industry’s expansion of plant and rising im- 
ports have contributed in recent years to the rather 
wide variance in softwood plywood prices (hard- 
wood—of mahogany, walnut and oak—is used where 
beauty of product is paramount and cost a small 
factor). The number of mills has risen rapidly since 
the end of World War II, from 33 to well over 100. 
However, with good timber reserves increasingly 
difficult to acquire, a trend is shaping up that would 
concentrate productive facilities in strong hands. 
This condition should result over the long term in 
a more stable price structure for the fir plywood 
industry. 


The Diverse Are Strong 


“These “strong hands,” be it noted, generally are 
companies with a substantial measure of diversifica- 
tion, It is true, for example, of United States Ply- 
wood Corp., the dominant factor in the industry. The 
importance to that company of its longe-range prod- 
uct diversity is stressed by the present experience 
of the firm. Sales and profits in hardwood plywoods, 
proprietary products and allied items, which to- 
gether constitute 
about 60% of the 


converts and finishes vinyl and other plastic mate- 
rials for use in luggage, handbags and other items 
generally associated with the leather trade. Acqui- 
sition of Barash, for an undisclosed cash sum, broad- 
ened U. S. Plywood’s product line in the viny] field. 
The company has been manufacturing “Kalistron,” a 
viny] sheet used in upholstery and as wall-covering. 
Its product development and diversification program 
will be accelerated with the opening presently of a 
new research and development center. 


Diversity Pays Off 


Despite the present depressed prices in the fir ply- 
wood branch of the industry, U. S. Plywood’s sales 
of this product have kept pace with a year ago. While 
over-all profits will be affected substantially by low 
mill prices-for fir plywood, the amount will be lim- 
ited by the fact that the company manufactures only 
about one-third of the fir plywood it sells (this rep- 
resents about 13°% of the company’s total annual 
dollar sales). The remainder is bought from other 
producers and resold (Continued on page 170) 





total business, are 
ahead of a year ago. 
Novoply and pre- 


1,000 i | 
finished hardwood 
plywood panels 
have gained such - a 


market acceptance 
that additional 
manufacturing fa- 
cilities are planned ot amen 
for both. These | 
carry a higher pro- 
fit margin than fir 
plywood. 

Latest action of 
the company in di- 
versifying product 
lines away from a 
depressed single 
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Steel 


Steel stocks, down moderately 
from their highs, are performing 
better than the market. The rea- 
sons are obvious. The industry ‘s 
operating at 102% of rated ca- 
pacity, with high volume indicated 
at least through the 1957 first 
quarter. It is manifest that the 
major expansion of facilities in 
recent years has not run ahead of 
consuming demands; and _ prob- 
able that the more moderate, but 
important, expansion scheduled 
over the next several years will 
not do so. Unlike many other lines 
of business, there is no price-cost 
squeeze on margins. Unlike most 
popular “growth stocks,” these 
issues have not been sensationally 
over-exploited; and they cannot 


be termed extremely high on earn-., 


ings. There is a good chance that 
extension of the market rally 
from the October 1 lows may take 
this stock group appreciably 
above its earlier 1956 high. 


Aluminum 


Expansion in aluminum capac- 
ity has been by far the greatest 
among the major metals, and the 
same is so of scheduled additional 
capacity. It has about caught up 
with present demand, and threat- 
ens to result in over - capacity 
within another 12 to 18 months. 
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Expansion has been ‘“under-writ- 
ten” by accelerated (five-year) 
amortization for tax purposes, 
and by Government contracts to 
buy aluminum ingots for stock- 
piling when and if producers need 
that outlet. However, stockpiling 
would only partially cushion earn- 
ings against the weight of over- 
supply, .because manufacture of 
semi-fabricated and _ fabricated 
aluminum products is much more 
lucrative than production of in- 
gots. Following huge and long 
advance, the stocks reacted con- 
siderably more than the industrial 
list to the October 1 low. At this 
writing they are in a rally, which 
probably will invite renewed pro- 
fit-taking shortly. They are high 
on earnings. While much less so 
on “cash earnings,” there is now 


less investment confidence as 0 
how much of the latter will come 
down to profits available for di- 
vidends, following complete five- 
year amortization of plants. Di- 
vidends are modest, current yields 
among the lowest in the industrial 
list. In short, the bloom is off this 
rose. 


Strong 


Stocks pointing upward in more 
than technical rally, as of this 
writing, include: American Ma- 
chine & Foundry, Armco Steel, 
Beckman Instruments, Bethlehem 
Steel, Chrysler, General Motors, 
General Refractories, Halliburton, 
National Supply, Outboard Ma- 
rine, Pittston, Lockheed, Safeway 
Stores, National Distillers, 
Thompson Products and United 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 











1956 1955 
Addressograph-Multigraph Corp. Year July 31 $3.34 $7.63 
Amer. Tel. & Tel. & Subs. 12 mos. Aug. 31 13.37 12.68 
Macy (R. H.) & Co. Year July 28 3.07 2.64 
Lukens Steel Co. 36 weeks Sept. 8 13.40 4.22 
Bangor & Aroostook R. R. 8 mos. Aug. 31 7.49 4.21 
Grand Union Co. Quar. Sept. 1 59 48 
Sheaffer, W. A., Pen Quar. Aug. 31 51 -31 
Ex-Cell-O Corp. Quar. Aug. 31 2.36 1.58 
Shamrock Oi] & Gas 9 mos. Aug. 31 2.88 2.45 
Hooker Electrochemical Quar. Aug. 31 47 43 
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States Steel. 


Soft : 

Despite some exceptions, where 
lower prices bring sound stocks to 
relatively attractive levels, it gen- 
er:lly does not pay to buy issues 
whose performance is conspicu- 
ously poorer than average. Ad- 
verse factors—known at least by 
insiders, if not more widely—are 
usually involved. Here are a few 
of the numerous soft or laggard 
st .cks: Abbott Laboratories, Ad- 
m ral, Canada, Dry, Coca-Cola, 
C-lanese, American Viscose, Col- 
g.te-Palmolive, Parke Davis, Co- 
lumbia Pictures, Loew’s, Philco, 
V estinghousg Electric, Procter & 
Gimble, Radig Corp., Champion 
Piper, Underwood, United Fruit, 
United Shoe Machinery, Wool- 
worth. 

OC »inion 

As detailed in the special ar- 
ticle elsewhere in this issue of 
TIE MAGAZINE, profit prospects 
for retailing concerns generally 
are fair-to-middling—not too good, 
not too bad. Price-earnings ratios 
are moderate in most instances, 
current dividend yields above- 
average to high. The opinion has 
previously been expressed here 
that the stocks, especially those 
of department stores and general 
merchandise chains, should be due 
for a recovery. It still stands. The 
most active and profitable trade 
season is just ahead; and the 
market usually works higher 
around the year-end period, with 
tax-Selling pressure off the de- 
pressed or relatively backward 
issues. Whether retail stocks are 
higher by that time, or still disap- 
pointing performers, it will be 
time to take another look. 


Television 

Sales of color-television sets are 
running far behind the industry’s 
earlier hopes because potential 
buyers are repelled by price tags 


around $500 and by installation 
and servicing costs which are 
much above those required by 
monochrome sets. In a costly drive 
to get color TV rolling, Radio 
Corp. of America has radically in- 
creased the number of hours of 
programs televised weekly in 
color by its NBC-TV subsidiary— 
without yet whetting the public 
appetite for color sets  signifi- 
cantly. Probably color TV, at 
lower set prices, will ultimately 
take over. It will evidently take 
longer than the optimists had ex- 
pected ; and whether it will change 
the present unsatisfactory profit 
situation of set-makers for the 
better is questionable. We con- 
tinue to take a dim view of stocks 
in which there is an important 


content of TV sets or of other 
overly-competitive home  appli- 
ances. 


Group Variations 

Primarily for technical reasons, 
stock groups rebounding more 
than the market in recent sessions 
up to this writing include: Air 
transport, chemicals, finance com- 
panies, electrical equipments, 
farm equipments, metal fabricat- 
ing, office equipments, paper, de- 
partment’ stores, mail - order 
stocks, textile and tires. Uncom- 
monly favorable earnings pros- 
pects, plus improved technical po- 
sitions at the October 1 lows, ex- 
plain better-than-average  per- 
formance of aircrafts, machinery 
stocks and steels. Stock groups 
lagging behind the general market 
rally at this time include: Cop- 
per, drugs, dairy products, li- 
quor, soft drinks, aluminum, oil, 
radio-TV stocks, variety chains, 
natural gas, electric utilities and 
tobaccos. 
Comparisons 

In the phase of general market 
retreat from early August to Oc- 
tober 1 the aircraft and shipbuild- 
ing groups actually gained a little 
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Allied Chemical & Dye 
Great Northern Rwy. 
Douglas Aircraft Co. 

N. Y. Central R. R. 
Republic Pictures 

Cornell Dubilier Elec. 

| Hayes Industries 

United Merchants & Mfrs. 
American Enka 

Union Carbide & Carbon 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1956 1955 
Quar. Sept. 30 $ .99 $1.34 
9 mos. Sept. 30 3.64 3.88 
9 mos. Aug. 31 5.56 6.33 
9 mos. Sept. 30 4.33 5.93 
39 weeks July 28 +32 51 
9 mos. June 30 1.32 2.61 
Year July 31 1.61 2.59 
Year June 30 2.44 2.75 
36 weeks Sept. 9 1.51 3.83 
3 mos. Sept. 30 1.10 1.30 
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ground on balance; and the fol- 
lowing groups reacted materially 
less than the market: automobiles 
(previously depressed), coppers, 


‘drugs, machinery, movies (previ- 


ously long depressed), natural 
gas, textiles (long depressed), 
steels and electric utilities (nor- 
mally slow movers). Because of 
previous over-exploitation, and/or 
reduced confidence in earnings 
prospects, these groups fell con- 
siderably more than the market: 
Aluminum, building materials, 
chemicals, electrical equipments, 
office equipment, oil, paper and 
tires. 

Long Term 

Comparing the August, 1956, top 
with the 1946 bull-market top, the 
net gain for the industrial list in 
more than a decade was about 
160°° or an annual average rate 
well above normal long-term ex- 
pectancy, bearing in mind that the 
over-all rate of gain in produc- 
tivity and national wealth aver- 
ages closer to 3% a year. Over the 
same period, net gains widely ex- 
ceeded that of the industrial list 
in the case of the following stock 
groups: Aircraft, aluminum, auto- 
mobiles, chemicals, machinery, 
office equipments, bituminous coal, 
oils, paper, steel and tires. The 
latest highs were in 1955, rather 
than in 1956, for airlines, autos, 
farm equipments, department 
stores, television, variety chains, 
shipbuilding, liquor, movies and 
soft drinks. The 1955-1956 highs 
were below the 1946 tops for de- 
partment stores, movies, liquor, 
soft drinks and textiles. Others 
faring much worse than the in- 
dustrial list on the 10-year com- 
parison are: Airlines, railroads, 
coppers, farm equipments, radio- 
television, rail equipments, food 
stores and tobaccos. 


The Future 


What may the next 10 years 
bring? Surely dynamic population 
growth and technological prog- 
ress. The usual succession of bull 
and bear markets of varying pro- 
portions. More changes in indus- 
try and company positions than 
anyone can foresee, requiring 
flexibility in investment judgment 
and willingnesg to shift opinions 
in line with Winicomaete. Ac- 
knowledging plenty of margin for 
error, and frankly dodging any 
long-term thinking on some stock 
groups, our present opinion is 
that long-pull potentials are above 
average for the following stock 

(Please turn to page 160) 
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Wi the. many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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THE BUSINESS FORECASTER OF 
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*—Seasonally adjusted except stock and commodity prices. 
(a)—3 month moving average. 
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ACTIVITY 


Industrial Production 
(FRB INDEX 1947-1949-100) 


SCALE at cesT 


THE TREND FORECASTER 


SCALE AT BIGHT 


STRENGTH MEASUREMENT 


This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found ‘o 
most accurately project the business outlook. 

When the Forecaster changes its direction up or down a 
corresponding change in our economy may be expected sey- 
eral months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


In recent months, the component series entering into the 
Trend Forecaster have been behaving better than at any 
time in 1956. Average hours worked and commodity prices 
are evidently in a rising trend, after relatively severe declines 
in the first half of the year. New orders in durable goods 
industries rose sharply in August (partly because of a large 
aircraft order placed by the defense department); while they 
evidently declined somewhat in September from the erratic 
August peak, they now appear to be in an uptrend. The most 
notable weaknesses in the components of The Forecaster 
are now stock prices, which fell sharply in September, new 
incorporations, which dipped to a two year low, and housing 
starts, which declined slightly. 

Reflecting the improved mix in trends, the Relative 
Strength Measurement rose from the minus 2 — minus 3 
level of the first half of the year to about zero in recent 
months, and the Trend Forecaster itself, which was falling 
rapidly in the first half, is now drifting sideways. This flatten 
ing of the Forecaster points toward a continued high leve! 
of business activity over the next three to four months. How- 
ever, failure of the Relative Strength Measurement to 
rise to positive levels still suggests a short-lived and essentially 
artificial recovery. 
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Analyst 


CONCLUSIONS IN BRIEF 


INDUSTRY — Production activity rose further in Sep- 
tember, but the spurt resulting from the steel strike 
is now near an end. The momentum is now transfer- 
ring from steel to autos, which assures a high level 
in total industrial output through about February. 


TRADE — Retail volume slipped in September, mainly 
because of declines in passenger car sales, and sales 
of apparel outlets. The prospects for trade volume 
from here to Christmas and into early 1957 remain 
excellent, with monthly sales averaging well over 
$16 billion. 


MONEY AND CREDIT — The Federal Reserve now is 
committed to supplying seasonal requirements for 
credit through Christmas. Money and credit demand 
continues very high, but interest rates generally ap- 
pear to have stabilized, albeit at the highest levels 
in twenty years. 


COMMODITIES — Prices are still in a slow rise, but 
are running into obvious resistance. In some key com- 
modities (steel scrap, copper) weakness has appeared. 
Finished goods, notably automobiles, machinery, ap- 
parel, appliances, are up modestly, but competition 
is fighting the rises. 





BUSINESS ACTIVITY 
M.W.S. INDEX (1935-1939 = 100) 





















































310 310 
300 300 
290 290) sept 
Se 22 
280 £200) Bree 
” a *., a *eeee, a Py — 
-  — 1955 a Year 
PY Ago 
260 an 260 
250 / 250 
240 7H 240 
a 1954 
230 Sr 230 
220 | | | 
JAN. FEB. MAR. APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC 




















MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 


9 


8s 


LOANS & 
INVESTMENTS 


75 


DEMAND DEPOSITS 


TOTAL LOANS 
45 


INVESTMENTS IN 


s U.S. GOVERNMENTS 


MONEY IN CIRCULATION 


AMIJJASOND 


1954 1955 1956 























OCTOBER 27, 1956 


B, late October, the main strength of the business 
picture had clearly shifted away from the steel industry, 
and away from the capital goods industries. Both of these 
bell-wether industries are operating at their virtual capac- 
ity, and both have considerable backlogs of business on 
hand. But neither is likely to provide much more than stable 
footing for the business trend in the next six months. 


The new hope of bulls is the automobile market, 
which is now enjoying the annual fanfare accompanying 
new model introductions. Passenger car production was 
slowed somewhat in October, relative to producers’ sched- 
ules, because of parts shortages and production difficulties. 
For November and December, however, assemblies should 
average over 600,000 a month, the highest level in about 
a year. In obvious anticipation of this development, securi- 
ties of auto assemblers and suppliers behaved very credit- 
ably during the stock sell-off of September. 


For the short term—the next three months—it doesn’t mat- 
ter very much whether the new models sell spectacularly; 
just restocking dealers will allow for heavy production. In 
this period, general business is likely to radiate good 
health. But the longer-term question is how these 
models sell to the ultimate consumer. And here the 
evidence is much less reassuring. The consumer instal- 
ment debt burden is already a major and ominous 
element in the 1957 auto market, and is likely to con- 
tinue so. According to the most recent survey of consumer 
psychology by the Federal Reserve Board, consumers are 
not notably happy with their financial condition, with the 
price level, or with their future prospects: in 1955, when 
the auto market blossomed into an altogether unexpected 
7.5 million year, consumers were enthusiastic with respect 


(Please turn to following page) 
















































































































































































THE MONTHLY TREND | unit | Month Month Month Age 

INDUSTRIAL PRODUCTION* (FRB) — | 1947-’9-100 Sept. 144 142 142 
Durable Goods Mfr. 1947-'9-100 Sept. 163 159 160 
Nondurable Goods Mfr 1947-’9-100 Sept. 129 128 128 
Mining 1947-'9-100 Sept. 129 128 123 

RETAIL SALES* $ Billions Aug. 16.2 16.0 15.7 

Durable Goods. $ Billions Aug. 5.5 3.5 5.8 

Nondurable Goods $ Billions Aug. 10.7 10.5 9.9 

Dep’t Store Sales. 1947-'9-100 Aug. 128 128 119 

MANUFACTURERS’ 

New Orders—Total* $ Billions Aug. 28.9 27.0 28.7 
Durable Goods. $ Billions Aug. 15.1 13.5 15.1 
Nondurable Goods______| $ Billions Aug. 13.8 13.5 13.6 

Shipments* $ Billions Aug. 27.5 26.2 27.2 
Durable Goods. $ Billions Aug. 13.6 12.6 13.7 
Nondurable Goods_______| $ Billions Aug. 13.9 13.5 13.5 

BUSINESS INVENTORIES, END MO.* | $ Billions Aug. 86.0 85.8 79.6 

Manufacturers’ $ Billions Aug. 49.4 49.2 44,3 

Wholesalers’. $ Billions Aug. 12.8 12.8 11.9 

Retailers’ $ Billions Aug. 23.8 23.8 23.3 

Dept. Store Stocks 1947-'9-100 Aug. 141 138 129 

CONSTRUCTION, TOTAL $ Billions Sept. 4.3 4.3 4.2 

Private $ Billions Sept. 2.8 2.9 2.9 
Residential $ Billions Sept. 1.4 1.4 1.6 
All Other. $ Billions Sept. 1.4 1.5 13 

Housing Starts*—a Th d Sept. 1,000 1,110 1,262 

Contract Awards, Residential—b___ | $ Millions Sept. 764 874 733 
All Other—b $ Millions Sept. 1,261 1,195 1,301 

EMPLOYMENT 

Total Civilian Millions Sept. 66.1 66.8 64.7 

Non-Farm Millions Sept. 52.1 51.9 51.0 
Government. Millions Sept. 7.2 7.0 6.9 
Trade Millions Sept WW. 11.0 10.9 
Factory Millions Sept. 13.3 13.3 13.4 

Hours Worked Hours Sept. 40.5 40.2 40.9 

Hourly Earnings_ Dollars Sept. 2.00 1.98 1.90 

Weekly Earnings Dollars Sept. 81.00 79.60 77.71 
PERSONAL INCOME* $ Billions Aug. 328.2 324.3 308.7 

Wages & Salaries $ Billions Aug. 227 224 213 

Proprietors’ Incomes $ Billions Aug. 51 51 49 

Interest & Dividends. $ Billions Aug. 30 30 27 

Transfer Payment: $ Billions Aug. 19 19 17 

Farm Income $ Billions Aug. 15 15 15 

CONSUMER PRICES 1947-'9-100 Aug. 116.8 117.0 114.5 

Food. 1947-'9-100 Aug. 113.1 114.8 111.2 

Clothing 1947-'9-100 Aug. 105.5 105.3 103.4 

Housing 1947-'9-100 Aug. 122.2 121.8 120.0 

MONEY & CREDIT 

All Demand Deposits* $ Billions Aug. 106.2 106.9 105.5 

Bank Debits*—g $ Billions Aug. 80.8 78.3 74.7 

Business Loans Outstanding $ Billions Aug. 29.2 29.2 24.2 

Instalment Credit Extended* $ Billions Aug. 3.1 3.1 3.2 

Instalment Credit Repaid* $ Billions Aug. 2.9 3.0 a7 

FEDERAL GOVERNMENT 

Budget Receipt: $ Billions Aug. 5.0 3.5 4.7 

Budget Expenditures. $ Billions Aug. 59 $5 6.2 

Defense Expenditures__.....___| $ Billions Aug. 3.5 2.8 3.4 

Surplus (Def) cum from 7/1 $ Billions Aug. (0.9) (2.1) (1.5) 











PRESENT POSITION AND OUTLOOK 


to their financial condition and outlook. 

For this and other reasons, the concen- 
tration on the favorable influence of new 
automobile models on total business con- 
ditions is at best a thin reed. In the ab- 
sence of any pronounced remaining 
strength in most other sectors, the prog- 
nostication beyond the next three months 








remains extremely cautious. 


* * * 


GROSS NATIONAL PRODUCT — This 
all-inclusive aggregate figure for Ameri- 
can business conditions shows a further 
marked improvement in the third quarter, 
with the rate of total national output of 


goods and services rising to about $413 | 


billion, from $408 billion in the second 
quarter. Gains were recorded in ma- 
chinery industries, in apparel, in consumer 
service expenditures, and in government 
spending for both defense and non-de- 
fense purposes. 

But it is important to note that more 
than half of the quarter-to-quarter 
increase in GNP represents higher 
prices, not higher production. In 
fact, industrial production in the third 
quarter was evidently slightly below the 
rate in the second quarter. Likewise for 
employment: the number of factory work- 
ers on payrolls in the July-September pe- 
riod was less than in the April-June 
period. (Rises in trade, service and gov- 
ernment employment about offset the de- 
cline in production workers.) 

A further rise in GNP is in prospect 
for the fourth quarter, owing partly to 
increased production of automobiles, 
some soft goods, and defense goods. But 
the increase in the GNP total will 
again reflect mostly the price rise, 
rather than real production gains. 


* * * 


BUSINESS INVENTORIES — After a 
pause in July and August, they are 
again on the rise. Steel inventories are 
now clearly increasing: the current rate 
of production is not consuming the almost 
11 million tons of steel now pouring from 
U.S. mills. Manufacturers’ inventories in 
the chemicals, petroleum products and 
textiles industries are in a rising trend. 
Nonferrous metals (excluding aluminum) 
remain in easy supply, with stocks of most 
metals rising. And now that automotive 
dealers are restocking cars, total retail 
inventories are in an uptrend too. Net 
inventory growth in the third quarter was 
stunted by the steel strike; but the rate 
of accumulation is rising sharply in 
the fourth quarter. It’s a trend that’s 
worth a close watch: in the past two re- 
cessions, excessive inventories were a key 





THE MAGAZINE OF 


WALL STREET 











> | iw 


ee ee ee ee ee 



































































































































QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
a — a inant of t¢ iming of the down- 
Senies " = - — of the timing e dow 
Quarter Quarter Quarter Quarter arn. . - - 
GROSS — PRODUCT__ 408.3 403.4 401.9 387.4 WOMEN AT WORK — In the past two 
263.7 261.7 259.5 251.8 
Private ane Invest 64.2 63.1 65.1 60.2 years, the U.S. labor force - the num- 
Net Foreign Investment. 17 0.1 —0.8 0.9 ber of people working or seeking work — 
Government Purchases. 78.7 78.5 78.1 76.2 has climbed at a very sharp rate, 
ae 7 : Pe 46.4 47.2 46.3 almost 2 million a year. Strangely, most 
saadesinatens . = aad tad of the increase has been among women, 
PERSONAL INCOME 322.9 317.5 314.6 303.8 and mainly women in the 35-and-over 
Tax & Nontax Payment: 38.1 37.3 36.3 35.3 : WwW in th 
: : . . age groups. Women in these groups, 
Disposable | 284.9 280.2 278.4 268.5 : 
Consumption Expenditures__._ 263.7 261.7 259.5 251.8 freed from the care of degye | children, 
Personal Saving—d 21.2 18.6 18.8 167 have increasingly been displacing 
pepors men in the clerical and service occupa- 
- * . 
tier at SAK CRSCIES San pod op pad tions, and even in agriculture. And the 
Corporate Net Profit. 21.5(f) 216 23.0 203 influx of these women into the work force 
Dividend Payments 12.2 11.8 12.1 10.7 from established homes has raised the 
Retained Earnings 9.3(f) 9.8 10.9 9.6 number of domestic servants (also mostly 
PLANT & EQUIPMENT OUTLAYS 34.5 32.8 315 27.2 rep about a cages in two 
years! course, many of these women 
THE WEEKLY TREND would be the first to lose jobs in the event 
Week cain Clee Wine of recession, since they have little or ‘no 
Unit Ending Week Week Ago seniority. In a sense, they are a cushion 
= against unemployment of the main male 
MWS Business Activity Index*____ | 193 5-’9-100 Oct. 6 281.9 283.1 271.0 bread-winner. 
MWS Index—per capita* 1935-'9-100 Oct. 6 217.8 218.6 212.8 * # * 
prrnaleanes Sai ee eS a (Se PROFIT MARGINS — S.E.C. figures for 
Auto Production Th d Oct. 13 99 84 131 he first half sh ings of f 
Paperboard Producti Th — Oct. 6 281 272 290 t e Tirst ha s Ow earnings of manutactur- 
Lh sgiiiae Ganitioriiae Thous. Board Ft. | Oct. 6 246 266 238 ing corporations, as a percent of sales, no 
Electric Power Output*___ | 19.47-'49-100 Oct. 6 | 218.0 2182 2043 higher than a year ago. Third quarter 
Freight Carloading Th d Cars Oct. 6 | 815 831 807 reports available thus far, point to a 
Engineering Constr. Awards__ | $ Millions Oct. 11 390 491 345 significant decline in profit margin. 
aecanery a en ga a 6 127 130 125 Main reasons: pressure of labor and other 
————— eae . en? Ps 
oe a — ae — as a costs and competitive selling conditions in 
ailures. Number Oct. 4 253 251 207 . 
most lines. 
*—§ lly adjusted (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
income over personal ditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 


Sources: Federal Reserve Bd., ‘Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 
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1956 1956 

No. of 1956 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low Oct.5 Oct. 12 
Issues (1925 Cl.—100) High Low Oct. 5 Oct. 12 100 High Priced Stocks .............. 244.6 209.2 226.9 229.2 
300 Combined Average ............ 352.4 315.9 331.9 335.3 100 Low Priced Stocks ............. 411.1 378.9 387.7 390.7 
4 Agricultural implements ....... 327.1 242.1 242.1 248.6 Be  , nssicnciesisvcaicesnases 882.7 689.9 697.3 697.3 
3 Air Cond. (‘53 C1.—100) ...... 113.8 98.8 100.8 101.8 4 Investment Trusts .................. 171.2 150.8 154.0 155.5 
9 Aircraft (‘27 Cl.—100) .......... 1339.7 1064.6 1256.0 1279.9 3 Liquor ('27 Cl.—100) ............. 1076.2 974.7 1045.8 1055.9 
7 Airlines (‘27 Cl.—100) ........ 1117.4 919.0 929.4 950.3 BF I ainisccecsesecssscarsssasscene 490.0 370.4 466.8 478.4 
4 Aluminum (‘53 Cl.—100) ...... 566.7 337.1 474.1 485.2 8 217.3 184.4 188.8 193.2 
IIR occccusainsiasccacesens 172.3 147.2 153.5 155.0 Be eitessccecssinssisneee 170.7 127.7 141.1 145.2 
9 Automobile Accessories ........ 373.7 334.5 355.9 359.5 5 Metal Fabr. (‘53 Cl.—100) ..... 213.2 183.3 194.5 202.0 
I siscsccecsenicsscsesssasse i 47.1 50.2 50.7 10 Metals, Miscellaneous ............ 464.9 400.4 409.0 409.0 
4 Baking (‘26 Cl.—100) eS. 26.1 26.1 26.1 2. eee cape 1312.3 997.3 1102.3 1091.8 
3 Business Machines ............... Z 831.5 1037.2 1055.0 22 Petroleum ........... ee EAR: 872.3 675.8 796.1 789.2 
6 Chemicals .................... y 556.5 574.5 580.4 Be I ID a nccnccsvvccscnecene 264.0 246.4 246.4 248.9 
4 Coal Mining Aas 19.2 22.1 22.5 7 Railroad Equipment .............. 95.1 84.3 84.3 85.2 
4 Communications .................... : 98.6 98.6 98.6 I occcnnstxccobsssccéaeases? 82.0 69.8 72.9 73.6 
IG ceccincncnsssvsresensaenee 112.3 130.4 130.4 3 Soft Drinks 544.8 444.3 449.6 444.3 
7 Containers ........... 731.7 785.1 792.7 12 Steel & Iron ... 361.8 283.8 346.2 355.6 

















7 Copper Mining ..... wie 283.7 322.5 322.5 IE cccsecsasanes 72.3 60.1 72.3 71.7 
2 Dairy Products ............ ose : 111.7 112.9 112.9 1 OREGRTERTREE RS otteneraeenres ee 950.2 785.8 804.1 785.8L 
6 Department Stores 85.3 89.6 91.8 11 Television (‘27 Cl.—100) ...... 44.5 35.8 36.2 36.2 
5 Drugs-Eth. (‘53 Cl.—100) ...... 198.3 165.0 180.8 180.8 Eo soctsncinensrconassasantnenacts 184.4 143.8 147.5 147.5 
6 Elec. Eqp. (‘53 Cl.—100) ...... 222.7 178.9 206.2 213.5 3 Tires & Rubber 201.0 169.9 175.4 179.0 
2 Finance Companies .............. 613.7 530.3 530.3 542.2 I So oncciccsesces 96.7 86.3 87.2 87.2 
6 Food Brands .... a co ©6=— 90.6 278.2 281.1 281.1 2 Variety Stores 298.8 272.7 272.7 272.7 
See 176.9 157.6 175.3 176.9H 15 Unclassif’d (‘49 Cl—100) .... 164.2 144.8 152.3 155.3 
H—New High for 1956. L—New Low for 1956. 
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Trend of Commodities 





SPOT MARKETS — Spot prices of leading commodities were defi- 
nitely lower in the two weeks ending October 11. The Bureau 
of Labor Statistics’ index of 22 sensitive commodities lost 
1.2% during the period, to close at 90.6% of the 1947-1949 
average. Both the raw industrial material and metals compo- 
nents declined. Foods and livestock also were lower. However, 
textiles bucked the decline, reflecting improvement in this 
industry coincident with heavier consumer buying of soft 
goods. Weakness in industrial commodities in recent weeks 
reflects the pressure of plentiful supplies of most items. 


FUTURES MARKETS — Most commodity futures were easier in 
the first half of October. Weakness was most evident in such 
industrial materials as hides and copper. However, higher 
prices for coffee and rubber held the decline in the Dow-Jones 


Futures Index to 0.21 points in the two weeks ending Octo- 
ber 15. 

Wheat futures were mixed during the period under review 
with changes ranging from a 34 cent gain for the May futur: 
to a 1 cent loss for the July option. Weakness in new crop 
positions was attributable to much needed rain over wide areas. 
Basic support factors in the wheat situation, namely the Gov- 
ernment loan and the soil bank programs, continue favorable 
Entries into the loan are at high levels and easing of soi! 
bank provisions should result in withdrawal of substantia! 
acreage from production. Exports continue at a fast pace and 
should remain high due to poor European crops and an ex 
pected reduction in offerings by other exporting countries. In 
view of these considerations the major trend of wheat should 
remain in an upward direction. 



















































































































































































































































WHOLESALE COMMODITY PRICES 
130 ~ = 
ALL COMMODITIES 120 
1947-49 — 100 A 
120 t "4 
1 10 {~~ 1 10 NON-FARM PRODUCTS 
” NS 
100 1158 
a 100 
90 
nT Ne a 
80 90 
NUT 
al 
70 80 FARM PRODUCTS 
eT Lo 
601949 1950 1951 1952 1953 1954 1955 1956 eee 
1955 1956 
i 
BLS PRICE INDEXES ite i ek 95 __BUS INDEX 22 BASIC COMMODITIES 
1947-49—100 Date Date Ago Ago 1941 (1947-1 949—1 00) 
All Commodities Oct. 9 115.0 115.2 111.6 60.2 93 
Farm Products Oct. 9 88.0 89.4 868 51.0 
Non-Farm Products Oct. 9 123.0 122.6 119.0 67.0 91 
22 Basic Commodities Oct. 11 90.6 91.7 89.5 53.0 
9 Foods Oct.11 81.0 82.9 79.3 46.5 89 
13 Raw Ind‘l. Materials Oct. 11 97.7 98.2 97.2 58.3 
5 Metals Oct.11 124.0 124.6 117.7 54.6 87 
4 Textiles Oct.11 81.3 806 78.5 563 
MWS SPOT PRICE INDEX MWS RAW MATERIALS SPOT PRICE INDEX 
14 RAW MATERIALS 175 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 170 
1956 1955 1953 195) 1945 1941 165 
High of Year 169.8 1647 162.2 215.4 98.9 85.7 
Low of Year 163.1 153.6 1479 1764 967 743 160 
Close of Year 164.7 152.1 180.8 98.5 83.5 55 
155 DOW JONES FUTURES INDEX 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 
1956 1955 1953 1951 1945 1941 155 155 
High of Year 161.4 173.6 1665 214.5 1064 84.6 150 
Low of Year 149.8 150.7 1538 1748 93.9 55.5 150 
Close of Year 153.1 166.8 189.4 105.9 841 | APR. MAY JUNE JULY AUG. SEPT. OCT. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
wi/l answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subseription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Julius Kayser & Co. 

! would appreciate your report on 
the progress of Julius Kayser & Co. as 
to sales and earnings and working capi- 
tal position. Much thanks for your 
help.” W.A., Reading, Pa. 

An earnings increase of 50.4% 
was reported by Julius Kayser & 
Co. for the fiscal year ended June 
30, 1956. The company manufac- 
tures lingerie, hosiery, gloves, 
swimwear, sportwear and related 
accessories. 

Earnings for the year ended 
June 30, 1956, were $906,878 or 
$1.19 per share. This compares 
with $602,992, or 93 cents per 
share, for the preceding year. 
There were 764,684 shares out- 
standing in the year just ended, 
compared with 650,000 shares the 
previous year. Net income before 
special items was $570,020 for 
the most recent year, compared 
to a net loss before special items 
of $340,276 the previous year. 

Net consolidated sales were 
$70,939,615—an all-time high— 
compared to $43,203,620 for the 
previous vear, an increase of 
64.2%. 

A substantial portion of the in- 
crease was, of course, a result of 
the Holeproof acquisition, which 
became effective in July, 1955. 
Holeproof made lingerie, men’s 
and women’s hosiery and related 
items. 

_ The company’s own operations, 
including Catalina, Inc., maker 
of men’s, women’s and children’s 
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swimwear, sportwear and sweat- 
ers, and acquired in January, 
1955, also made important con- 
tributions to the sales record. 


Dividends have been paid on a 
regular basis for the first time in 
many years, with stockholders 
receiving three regular quarterly 
dividends aggregating 75 cents 
per share during the past year, 
plus a 25-cent dividend on Sep- 
tember 25, 1956, for the first 
quarter of the present year. 


The working capital condition 
of the company has been sub- 
stantially improved, principally 
through an increase in bank term 
loans and through the sale of 
130,000 shares of common stock 
offered in the late fall of 1955, 
and 99° subscribed to by the 
exercise of rights granted stock- 
holders. Working capital at June 
30, 1956, was approximately $21 
million, as contrasted to approxi- 
mately $16.5 million the previous 
year. Integration of Holeproof 
sales organization and productive 
facilities has been substantially 
completed and expenses in these 


areas drastically reduced. Inte- 
gration costs, which should be 
non-recurring, were substantial 


and served to reduce earnings for 
the year. An example of favor- 
able effects of integration was 
the Canadian operation, which 
showed a net profit of approxi- 
mate $50,000 for the year under 
report, contrasted to a loss of 


approximately $550,000 the pre- 
vious year. 

The outlook over coming 
months appears favorable. 


Continental Baking Co. 
“Enclosed check for subscription re- 
newal. Taking advantage of your in- 
quiry service, will you please comment 
on Continental Baking and submit recent 
data?” B.H., Lexington, Ky. 

Continental Baking Co. is the 
largest baking company in the 
United States, with bakeries in 
29 states and Washington, D. C. 
and the company also has a large 
number of delivery routes. Prod- 
ucts are sold under the ““Wonder” 
and “Hostess” trade name for 
bread and cakes, respectively. 
About 75% of dollar volume is de- 
rived from bread sales, the re- 
mainder from cake and pastries. 
In 1955, Stewarts, Inc., a manu- 
facturer of potato chips, mayon- 
naise and snack items, and Mor- 
ton Packing Co., a major producer 
of frozen meat and fruit pies, 
were acquired. Earnings and divi- 
dends generally have been stable 
for a period of years. 

Dollar sales for the second quar- 
ter of the year 1956 amounted to 
$70,915,125, compared with sales 
for the corresponding quarter of 
the year 1955 of $59,159,521. Part 
of this increase of $11,755,604 
represents sales of Morton Frozen 
Foods, Inc., which business was 
not owned in the second quarter 
of 1955, and sales of Stewart’s, 
Inc., which was owned only for 
six weeks of the second quarter 
of the year 1955. Bread, cake, and 
sweet goods sales, during the 
second quarter of 1956 increased 
approximately 914% over similar 
sales during the second quarter of 
the year 1955. 

Net profit, after Federal income 
taxes and amortization of good- 
will during the second quarter of 
1956, was $2,145,797, equal to 
3.03% of net sales. This compares 
with net profit after Federal in- 
come taxes, during the second 
quarter of the year 1955 of $2,- 

(Please turn to page 172) 


155 








Keeping abreast of 


Corporate Developments 


Defense suppliers (featured in THE MAGAZINE, 
September 29 and October 13) continue to make 
news. Thus: 


Raytheon Manufacturing Co. has received from 
the Navy Bureau of Aeronautics a contract for 
more than $60 million to produce air-to-air guided 
missiles. 


International Business Machines Corp. has been 
awarded an Air Force contract for $9,870,000 for 
bombing navigational systems. 


General Motors Corp. Allison division has _re- 
ceived a $17,257,390 contract for production of T-56 
turbo-prop engines, to be turned out at its Indi- 
anapolis plant. 


Radio Corp. of America engineering products 
division at Camden, N. J., has received a $9,800,496 
supplemental agreement, for engineering services 
and reports for fire-control systems. 


Philco Corp. has received a contract in the amount 
of $3,642,000 for technical services on electronic and 
communications equipment. 


Sperry Rand Corp., Sperry Gyroscope Co. divi- 
sion, has been given a contract for technical serv- 
ices on electronic equipment involving $2,743,000. 


Boeing Airplane Co. has received a supplemental 
agreement in the amount of $1,593,000 for B-52 
Stratofortress improvements. 


Pan American World Airways has been awarded 
a contract in the amount of $1,085,094 for mainte- 
nance and modification of aircraft and spare parts. 


Hughes Aircraft Co. obtained a contract totaling 
$5,420,700 for fighter missile systems and support 
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equipment from the Defense Department. 


Bell Aircraft Corp. was awarded a contract 1n- 
volving $1,705,599 for test model of central landing 
control and supplemental contract of $1,041,891 for 
electronic vulnerability test program. 


Westinghouse Electric Corp. air arm division at 
Baltimore was awarded $1,407,004 for radar recon- 
naissance set spare parts, data and engineering 
services. 


North American Aviation, Inc., one of top sup- 
pliers of defense materiel, received an $8,025,000 
contract for modification of the F-86D Sabrejet 
plane. No details of the modification were made 
public. 


Hazeltine Corp. was awarded $4,322,563 for elec- 
tronic equipment. 

* * * 

The upward trend in prices of many commodities, 
minerals and manufactured products, manifest in 
the third quarter, has become even more pronounced 
in the final three months of the year. The steel wage 
rise, effected in the third quarter, was followed by 
price hikes in the steel industry. Steel users have 
been seeking to offset, at last in part, these in- 
creased costs. Producers of soft coal granted wage 
rises in the current quarter and, like the steel pro- 
ducers, immediately announced price boosts. Follow- 
ing are some sample increases made since October 1: 


Pittsburgh Consolidation Coal Co., the leading 
producer of soft coal, increased prices of its steam 
coals in the big northern West Virginia area, 40 
cents a ton to a new level of $4.80 a ton. Prices in 
central Pennsylvania also have moved up 40 cents 
a ton, to a new range of between $5.75 and $6.50, 
depending on grade. Peabody Coal Co. has raised 
its prices an average of 25 cents per ton for coal 

(Please turn to page 167) 
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is the time to buy 
color television 


Color TV is here! It’s right and it’s ready. You can now see 
Color Every Night—and RCA Victor “Living Color” TV sets 


are now priced within the reach of every family! Here’s the full story: 











Like 2 sets in 1! You get Color and 

all black-and-white shows, too! 
This is RCA Victor Compatible 
Color TV! You see all the great 
Color shows in “Living Color” 

. regular programs in clear, 
crisp black-and-white. With Big 
Color, you see everything. 


Practical and trouble-free! Service 
is low-cost and dependable! 

Big Color is dependable Color. 
And RCA Factory Service is 
available in most areas (but only 
to RCA Victor owners) at new 
low cost. $39.95 covers installa- 
tion and service for 90 days. 





21” PICTURE TUBE" 


OVERALL DIAMETER—254 SQUARE 
INCHES OF VIEWABLE PICTURE 


Big-as-life 21-inch picture tube— 
overall diameter. 

Actually 254 square inches of 
viewable picture area. And every 
inch a masterpiece of “Living 
Color.’ Here are the most natu- 
ral tones you’ve ever seen—on 
a big-as-life screen! 
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Color TV is a common-sense invest- 
ment—costs only a few cents a day. 
It’s sure to become the standard 
in home entertainment for years 
to come—yet you can enjoy 
Color every night right now! And 
you can buy on easy budget 

terms. 


There will never be a better time than now to buy Big Color TV 


Be among the first to enjoy television’s greatest advance in 20 years 


Manufacturer's nationally advertised VHF list price subject to change, 





Color every night—right now! 

Something for everyone! 
You'll have “two on the aisle” 
for the best shows ever—drama. 
comedies, Spectaculars, chil- 
dren’s shows, local telecasts. For 
now 216TV stations are equipped 
to telecast Color. 
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Now starts at $495—no more than 
once paid for black-and-white. 
This is the lowest price for Big 
Color TV in RCA Victor history! 
There are 10 stunning Big Color 
sets to choose from—table, con- 
solette, luxurious lowboys, and 

consoles, too. 





Big Color TV is so easy to tune, 

even a child can do it! 
Turn two color knobs and there’s 
your Big Color picture! It’s easy, 
quick, accurate. You're in for a 
new thrill when the picture 
pops onto the screen in glowing 
“Living Color.” 


Make sure the Color TV you buy 
carries this symbol of quality. 
RCA pioneered and developed 
Compatible Color television. 
Because of this unique experi- 
ence, RCA Victor Big Color TV 
-like RCA Victor black-and- 


white—is First Choice in TV. 


RADIO CORPORATION OF AMERICA 


Electronics for Living 
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RAILROAD GROW? 


One of a serves telling what Chesapeake and Ohio 
is doing to make this a bigger, better railroad. 















Chessie rides 


Barlier this year, Chesapeake and Ohio and 
two other major coal-carrying railroads, lead- 
ing coal producers and exporters and the 
United Mine Workers joined together to form 
American Coal Shipping, Inc.—a new $50 mil- 
ion company to assure a stable and continu- 
ing movement of American coal for Europe's 
industrial expansion, 


Through its Atlantic port of Newport News, 
irginia, C&O currently handles nearly half of 
erica’s mounting export of bituminous coal. 






hdern ships as big, as swift as many ocean liners speed 
ight, automobiles and passengers via the Chessie 
rt-Cut between Michigan and Wisconsin. 


Would you like a portfolio of pictures of 
Chessie, Peake and their family? Write to: 


Railway 


3807 TERMINAL TOWER, CLEVELAND 1, OHIO 


hesapeake and Ohio 


the waves 


Almost 20 million tons will move through this 
port in 1956 and a new $3 million pier addition 
there will further increase C&O’s coal han- 
dling capacity. 


The import of ores through Newport News 
has increased to five times what it was only 
two years ago. A new $8 million bulk cargo 
pier means that more of the cars which carry 
coal down to the sea will return loaded with 
imported ores for America’s industry. 


But “railroading on water” is not new to 
Chessie’s railroad. C&O’s fleet of seven big, fast 
Trainferries carry trainloads of freight be- 
tween Ludington, Michigan, and the Wiscon- 
sin ports of Milwaukee, Manitowoc and Ke- 
waunee. This year-round Trainferry service 
across Lake Michigan is a key link in the fast 
east-west freight service route. 


At Toledo, C&O’s modern low-level piers 
handle more coal for movement to Great Lakes 
ports than any other railroad. Also here, vital 
iron ore is transferred from lake vessels to rail- 
road cars for inland destinations. 


From the Atlantic to the Great Lakes, pro- 
gressive things are happening all along the 
C&O. It is this spirit of enterprise guided by 
sound planning that keeps Chessie’s railroad 
growing and going. 
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For Profit and Income 





(Continued from page 149) 


groups: Aircraft, airlines, chemi- 
cals, coal, machinery, drugs, oil, 
natural gas, electric utilities in 
special-growth areas, shipbuild- 
ing and steel. We would now rate 
long-term prospects below aver- 
age for the following groups: 
Railroads, copper, farm equip- 
ments, radio-TV, railroad equip- 
ment, movies, textiles, liquor, re- 
tailing and tobaccos. 


Chemicals 


While chemical stocks have 
widely outgained the market on a 
long-term basis, they have lagged 
behind the industrial list sigce 
about mid-1955. Reasons: Over- 
valuation at the highs and the 
1956 slowdown in growth of sales 
and earnings, the latter in line 
with the general industrial trend. 
Sales gained nearly 18% over-all 
in 1955, with the production in- 
dex up nearly 11%. Gain in the 
latter. this year will be small, 
probably holding the rise in dol- 
lar sales of chemicals to around 
5% or so. We have doubt that 
long-term rise in output of chemi- 
cals, boosted by continuous devel- 
opment of new products, will ex- 
ceed that of over-all industrial 
output. We still think that se- 
lected chemical stocks are among 
the best long-range investments. 
However, scores of companies not 
primarily in chemicals are pro- 
ducing chemicals as a sideline of 
importance, including most large 
oil companies, tire-makers and 
many others. We would not count 
on chemical profit growth over 
the next several years equaling 
that of recent years. The promi- 
nent, popular chemical stocks, 
though down from their highs, 
are rather liberally priced on 
earnings. We are not keen about 
them here; and would view them 
more favorably at lower prices. 


Selection 


Air Reduction is a leading pro- 
ducer of the industrial gases, 
oxygen and acetylene, related 
equipment, other gases, calcium 
carbide and carbon dioxide. Com- 
petition is not too severe in the 
principal lines. Growth potentials 
are substantial. If less dynamic 
than those of Dow Chemical, for 
example, the difference seems 
more than adequately allowed for 
with the stock, at present price 


of 46, around 11 times likely 
1956 earnings in the vicinity of 
$4.20 a share, which would be a 
new record, comparing with $3.54 
in 1955. The yield is 4.3% ona 
well-covered $2 dividend. At 73, 
Dow sells around 27 times prob- 
able current-year earnings; and 
yields less than 1.7% on a $1.20 
dividend, supplemented with oc- 
casional stock dividends of 2% 
or so. END 





Interest Rates Rise 
With Capital Demand 





(Continued from page 145) 


the rate of lending has been gain- 
ing momentum this year. Figures 
compiled by member banks show 
the volume of outstanding com- 
mercial loans running 17% to 
20% ahead of the corresponding 
months of 1955. Gross income 
from this particular source could 
register gains ranging from 20% 
to 25% for major banks. Invest- 
ments have been reduced substan- 
tially as funds have been put to 
work in other areas. Accordingly, 
income from Treasury obligations 
and other portfolio holdings has 
tapered off this year. The accu- 
mulation of capital funds and 
improved earnings power should 
permit more liberal dividend poli- 
cies, for deposits have not grown 
noticeably and the need for en- 
larging reserves is not so impor- 
tant as a restraining influence on 
dividend policy as in years past. 

Perhaps the best way to gain 
a perspective is to compare some 
recent earnings figures. Manufac- 
turers Trust, for example, re- 
ported a rise of about 10% in 
operating income for the first 
nine months with net mounting 
to $2.60 a share, from $2.36 in 
the corresponding period of 1955. 
Irving Trust had an increase of 
22% in share earnings, at $1.83 
for the first nine months, against 
$1.50 in the same period of 1955. 
New York Trust reported a 10% 
improvement in net operating in- 
come equal to $3.93 a share, com- 
pared with $3.56 for the first 
three quarters of last year. Bank 
of New York earned $16.26 a 
share for the first nine months 
versus $12.93 in the 1955 period, 
on an increase of 25% in net op- 
erating income, 

For the same period the First 
National City Bank of New York 
reported net operating income, 
including that of its affiliated City 





Bank Farmers Trust, amounting 
to the equivalent of $3.85 a share, 
an increase of almost 25% over 
the $3.06 a share for the cor- 
responding period of last year. 

—END 





World In Transition 





(Continued from page 133 ) 
economic nature. 

The world’s second most im- 
portant capital-exporting country 
—and it comes far behind the 
United States — is Great Britain. 
Its outflow of private capital over 
the last several years was as 
follows: 


1952. ......... $420 million 
1953 ...... $490 = 
1954 ..... $560 x 
1955 .... $350 sd 


Most of this represents net in- 
vestments in other parts of the 
sterling area. Only about 15% of 
the total postwar capital exports 
went into non-sterling countries. 
The bulk of these latter invest- 
ments flowed to Canada which, 
though not a member of the ster- 
ling bloc, is, of course, a member 
of the British Commonwealth. 
Thus, Britain is mostly financing 
economic developments’ within 
her own financial and _ political 
sphere of influence, particularly 
British colonial areas “which rely 
on London for a large part of the 
finances and associated technical 
assistance to carry out their de- 
velopment programmes.” 

Among other capital-exporting 
countries, Switzerland is the only 
one which has no obligations or 
interests in any specific everseas 
colonial or associated territories. 
Furthermore Switzerland—again 
unlike all other capital exporters 
— makes relatively few direct 
foreign investments but buys up 
large quantities of foreign securi- 
ties and makes large private 
loans to foreign countries. This 
is due to the strong position of 
Swiss banks and the Swiss cur- 
rency. Their experience during 
World Wars I and II has sharp- 
ened their wits and established a 
policy of sound conduct in finan- 
cial affairs. West Germany has 
only recently joined the small 
group of capital-exporting coun- 
tries. However, its outflow of 
funds now is rising rapidly due 
to its excellent international pay- 
ments position and its steady ac- 
cumulation, over the last three 
years, of balance-of-payments 

(Please turn to page 162) 
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We're not alarmists, but the current 
plight of America’s railroads must give 
quite a chuckle to the men in the 
Kremlin. 

Ourrailroads, after all, are our first line 
of transportation defense. In World War 
II they carried 90% of all military sup- 
plies, and carried 95% of all military 
personnel. 

And right now the railroads are 
having a rough time handling present 
demands—tosay nothing of what they’d 
be up against in a national emergency. 

At this very moment the nation is suf- 
fering from a shortage of over 100,000 
freight cars. 

You may not realize it, but the situa- 
tion is so serious that our farmers and 
other producers can’t get their products 
to market. Boats have been tied up in 
harbors for days on end, waiting for 
freight cars to unload their cargo. 

What would happen if the Suez crisis 
suddenly burst into flame? What would 
happen if the Reds suddenly struck 
somewhere else? 


a 





Wire photograph of Georgi Malenkov in one of his happier moods 


“Thank you, America, for what you're 
doing to your railroads !” 


It’s not a pleasant thought. The bald 
truth is that our railroads are being 
starved to death through political regu- 
lation. They lost over a half billion 
dollars last year on their passenger busi- 
ness alone. They are fighting for their 
lives in the face of subsidized competi- 
tion from highly prosperous users of 
airways, waterwaysand highways. They 
are being hit right and left by murderous 
and discriminatory taxes. 


The Central’s answer: 
17,000 new freight cars 


In spite of all these handicaps, the 
Central has ordered more than 17,000 
new freight cars, at a cost of over 
$178,000,000. That’s right—over seven- 
teen thousand freight cars—enough to 
make a train that would stretch almost 
from New York to Washington. 


You can bet they’Il be a big help. But 





New York Central Railroad 


this is only the beginning of what we 
want to do and would do if we were 
allowed to stem our losses and run our 
business the American way instead of 
the Russian way. (The Russian way is 
without profit.) 

Not until the railroads are allowed to 
make a fair return—just like America’s 
retail stores, coal operators, manufac- 
turers and public utilities—can we be 
expected to replace our worn-out equip- 
ment. (More than one-third of U. S. 
freight cars are over 25 years old ... and 
more than two-thirds of U. S. passenger 
cars are over 25 years old!) 

Not until the railroads are allowed to 
make a fair return can we give the nation 
the truly modern railroad service that 
present-day technology makes possible. 
And, far more importantly, not untilthen 
can our railroads be ready to meet any 
crisis that the Kremlincould precipitate. 








World In Transition 
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surpluses. Between 1952 and the 
early part of 1956, a total of $240 
million in direct foreign invest- 
ments was authorized, the bulk 
of them in 1955. 


France And Holland 


Two two remaining traditional 
capital exporters, France and the 
Netherlands, have turned into 
substantial capital importers 
within the last few years. In the 
case of France this is due in part 
to the liquidation of assets in her 
former possesions in Indo-China 
(now the three independent 
states of Viet-Nam, Cambodia 
and Laos). About $62.5 million 
of French investments were with- 
drawn from that area between 
1952 and 1954. In addition to her 
withdrawals of capital from the 
everseas franc area, France also 
has imported considerable capi- 
tal from the United States and 
other Western European coun- 
tries. Her total net inflow of 
long-term private capital between 
1947 and mid-1955 amounted to 
$564 million, of which nearly 
two-thirds came from liquidation 
of French overseas assets and 
the balance from new foreign in- 
vestments. In the Netherlands, 
the net inflow of capital is not 
due to an ingathering of funds 
as a result of a weakened inter- 
national payments position, such 
as was the case in France, but 
rather to the confidence of Amer- 
ican and other investors in the 
Dutch economy. Heavy# United 
States purchases of Dutch cor- 
porate securities, following the 
registration of such firms as 
Royal Dutch Corp. on the New 
York Stock Exchange, are elo- 
quent testimony of this. 


Role Of World Bank 


In order to evaluate fully the 
flow of foreign investment we 
must not only look at capital- 
exporting and capital-importing 
countries but also at the one 
international institution set up 
specifically for the purpose of 
stimulating the international flow 
of capital — the World Bank. As 
the accompany table shows, since 
its beginning in 1947, the Bank 
has granted loans totaling over 
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$2.4 billion, of which $1.9 billion 
has been disbursed. An interest- 
ing shift in the bank’s basic in- 
vestment policy has occurred in 
the last several years. While at 
the outset, it devoted a major 
share of its loans to the recon- 
struction of war-devastated coun- 
tries in Europe, it now lends 
principally for development proj- 
ects in underdeveloped countries. 
For the financing of its opera- 
tions, the bank now relies less on 
government subscriptions to its 
capital and more on the proceeds 
of bonds floated in the private 
capital market. By the end of 
1955, close to $1 billion of the 
bank’s bonds had been floated in 
the United States ($835 million), 
Switzerland ($67 million), Can- 
ada ($50 million) and the Neth- 
erlands ($11 million). END 





What To Do About 
Dividend Casualties 
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to conserve cash resources for its 
building, renovation and en- 
largement of a number of older 
units. Certainly the decision to 
reduce the amount of payment 
was not because of a disappoint- 
ing earnings record for 1955, 
when net income, including a non- 
recurring profit of $495,917 from 
sale of property, went ahead of 
the previous year by $711,202, in- 
creasing from $8,346,217, the 
equivalent of $3.51 a share, to 
$9,057,419, or $3.81 a share. 

For the six months to June 30, 
1956, net earnings per share of 
common stock were 97 cents, but 
after adjustment for a $72,680 
loss incurred in the closing of an 
unprofitable store during the 
period and a non-recurring credit 
of $144,820 a year ago, 1956 first- 
half earnings were equal to $1 a 
share, compared with $1.01 a year 
ago. 

Under the building program 
which is being pushed vigorously, 
43 building projects are in various 
stages of planning or construc- 
tion, eight stores are being en- 
larged and renovated, and 34 
stores are being modernized. Some 
of the latter are being converted 
into self-service units. Until Kress 
has completed its program which 
involves additional work planned 
to be done in future years, cur- 
rent high rate of capital expendi- 
tures is expected to continue. In 
view of this, restoration of divi- 





dends to the old rate does not 
appear to be in immediate pros- 
pect. However, the present $2 an- 
nual dividend should be main- 
tained until earnings reflect the 
benefits from the expansion and 
renovation program. The stock 
may be held. 


Motor Wheel Corp., following a 
drop in first half-year earnings 
to $1.23 a share from $2.20 » 
share for the comparable period 
of last year, reduced its dividend 
for the third quarter from 50 
cents to 40 cents a share. In view 
of lower production and competi 
tive conditions, especially in th: 
automotive and agricultural-im 
plement industries, during th: 
period, this dip in earnings dic 
not come as a surprise. However 
directors, in cutting the dividenc 
that was paid last September 10 
also were motivated by the desir¢ 
to conserve the company’s cash 
position in view of the expendi 
tures to be made in connectior 
with the recently announced new 
Eastern plant at Newark, Del.. 
and the further automation of the 
Lansing plants 

With the upturn in car produc- 
tion by the automotive industry 
and a continued good level of sales 
by the truck builders in the final 
half of the current year, earnings 
for all of 1956 should go slightly 
above $2 a share. This would pro- 
vide ample coverage for the re- 
cently established $1.60 annual 
dividend payout. Although pros- 
pects for 1957 are not clearly de- 
fined, the ability of the automotive 
industry to maintain sales at a 
satisfactory level and the possibil- 
ity of some improvement in busi- 
ness for farm-machinery builders, 
warrant retention of Motor Wheel 
shares for possible price improve- 
ment. 


Pittsburgh & West Virginia Ry. Co., 
in reducing its quarterly dividend 
from 50 cents to 40 cents last 
August, accompanied this action 
with a statement to the effect that 
directors felt that a conservative 
attitude with respect to dividend 
policy should be followed. In this 
connection, the board cited loss 
of revenue caused by the work 
stoppage in the steel industry, the 
uncertainty as to the increase in 
operating costs and the desire to 
conserve.cash for capital expan- 
sion. Although earnings for the 
eight months to August 31, 1956, 
were equal to $1.96 a share on the 
305,000 outstanding shares, com- 
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pared with $1.86 a share for the 
comparable months of 1955, it is 
evident that the more conserva- 
tive attitude toward dividend 
payments was prompted by a de- 
cline in combined July and August 
net income to $107,632 from 
$185,532 for the like two months 
of last year. 

Although earnings in recent 
years have been ample to cover 
lividends at a $2 annual rate, it 
is evident that management re- 
varded the more conservative 40- 
cent quarterly payment as justi- 
fied in order to permit retention 
of a greater portion of earnings 
‘or corporate purposes. While the 
‘tock lacks appeal from the stand- 
point of near-term market appre- 
ciation, the reduced dividend ap- 
gears secure and the _ shares 
might be retained for income 
return. 


Raytheon Manufacturing Co., in 
passing the dividend on the com- 
mon stock last July cited reduced 
earnings and the need for funds 
for capital improvements as rea- 
sons for the omission. 


Although net sales for fiscal 
1956, ended last May 31, totaled 
$175.4 million, net earnings fell 
to $1,254,633, equivalent to 45 
cents per common share from 
$4.5 million, or $1.62 a share 
(restated), for the common stock 
in fiscal 1955. The 1956 showing 
is after deducting $828,905 as 
estimated net loss on sale and 
liquidation, etc., of its radio and 
television business. Because it was 
committed to completion of cer- 
tain private-label contracts in the 
first quarter of the current fiscal 
year, earnings for the three 
months to last August 31, reflect- 
ed additional charges in connec- 
tion therewith as well as other 
final steps in the divestment of 
the radio and TV set business. 
Consequently, preliminary figures 
for the quarter indicated earnings 
of approximately 11 cents per 
common share. 

With these charges out of the 
way, second-quarter results prom- 
ise to be much more encouraging 
as volume of other commercial 
business holds at a satisfactory 
level and Government defense 
contracts rise. Since last May 31, 
Raytheon’s backlog of Govern- 
ment work has increased to more 
than $200 million, an increase of 
approximately 100% from a year 
ago. 

During the current fiscal year, 
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Which industries 
pay the most ___—s 
generous dividends? 


This question was asked by a 
reader of The Exchange Maga- 
zine and a crisply written article 
in the October issue provides 
an illuminating—and somewhat 
surprising—clue to the answer. 


The story—Pay-out Ratios—also 
covers another important point: 
What size companies habitually 
pay out the largest proportion 
of available earnings in common 
dividends? 


Giving its readers this sort of 
timely information about stocks 
is typical of The Exchange 
Magazine. And there are plenty 
of other examples in the October 
issue. 


Corporate Financing 
Gets A New Look 


Why did a stalwart institution 
like American Telephone & 
Telegraph recently switch from 
debenture to equity financing? 
What effect can more common 
stock financing have on the na- 
tion’s industries? The Trend 
Toward Common Stock Financ- 
ing outlines what may prove to 
be a significant shift in the 
method of raising additional 
capital. 


Effect of Capital Investment 
on Wages 


Is there an important relation- 





ship between a company’s capi- 
tal investment and annual wages 
paid its workers? What indus- 
tries lead in the amount of capi- 
tal invested per worker? This 
article and the supporting sta- 
tistics indicate that industries 
with most capital invested per 
worker usually pay the highest 
wage, too. 


An Executive Looks Ahead 


The Exchange Magazine asked 
Edwin J. Schwanhausser, Presi- 
dent of The Worthington Cor- 
poration, for his views on our 
economic future. In No Room 
For Pessimism, Mr. Schwan- 
hausser looks at the future bene- 
fits for his and other companies 
from such activities as highway 
building, atomic power devel- 
opment, automation and other 
industry trends of today and 
tomorrow. 


The Exchange Magazine gath- 
ers these timely and provocative 
articles from corporation execu- 
tives, analysts, financial editors. 
Every issue offers facts, new 
ideas for both new and experi- 
enced investors. 


The cost of a year’s subscription 
—12 monthly issues—is only one 
dollar. Clip the coupon below 
and send it with your dollar now. 
The Exchange Magazine can’t 
be purchased at newsstands. 
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the company plans to spend ap- 
proximately $8 million for a ma- 


jor capital improvement and 
expansion program. About half of 
this sum will be used for replace- 
ment of machinery with modern 
equipment, including automatic 
machines with the balance to be 
spent for additional buildings, 
machinery and test equipment to 
expand productive capacity. 

Currently priced at 16%%, Ray- 
theon is priced in the market 
about midway between its 1956 
high of 1914 and a low of 13. 
Present holdings should be re- 
tained in anticipation of earnings 
improvement over the next half 
year. 


Rheem Manufacturing Co., after re- 
ducing the dividend on the com- 
mon stock last April from 60 cents 
to 40 cents quarterly, followed 
- that action in July by failing to 
declare a dividend in any amount 
for the third quarter. Although 
consolidated sales of its several 
division for the first half of this 
year increased to $82.7 million 
from $81.6 million for the 1955 
period, earnings for the common 
stock dropped from a _ reported 
$1.89 a share to 55 cents. Of the 





latter amount, second-quarter 
operations accounted for only 10 
cents. 

This showing was not entirely 
unexpected. Last April, President 
Rheem said the lowered earnings 
were the direct result of extra- 
ordinarily heavy starting-up ex- 
penses in connection with the new, 
automated West Coast plant of 
the Automotive Division and very 
high expenses in solving complex 
problems encountered in its Gov- 
ernment Products Division’s rad- 
ical changeover to the manufac- 
ture of components for jet en- 
gines, supersonic aircraft and 
guided missiles. Rheem expects 
that the heavy costs involved in 
pioneering in this new field will 
tend to limit immediate earnings. 
On the other hand, it regards this 
changeover as essential to guar- 
anteeing for the company a major 
position as a supplier of these 
components for the Government. 

Recently, the company acquired 
the Standard Enameling Co., the 
Western Stove Co., and Western- 
Holly Appliance Co., with which 
it will consolidate its Wedgewood 
Division and expand manufacture 
and marketing of Wedgewood and 
Western-Holly ranges, furnaces 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


311,040 Shares 


Bucyrus-Erie Company 


Common Stock 
($5 Par Value) 


Holders of the Company’s outstanding Common Stock are being offered rights 
to subscribe at $42 per share for the above shares at the rate of one share for 
each five shares of Common Stock held of record on October 16, 1956. Subscrip- 
tion Warrants will expire at 3:30 P.M., Eastern Standard Time, on October 


The several Underwriters have agreed, subject to certain conditions, to 


purchase any unsubscribed shares and, both during and following the subscrip- 
tion period, may offer shares of Common Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from any of the several underwriters, includ- 
ing the undersigned, only in States in which such underwriters are qualified to act 
as dealers in securities and in which the Prospectus may legally be distributed. 
The First Boston Corporation 
Goldman, Sachs & Co. 


LehmanBrothers Merrill Lynch, Pierce, Fenner & Beane Dean Witter & Co. | 


October 17, 1956 


Kidder, Peabody & Co. 
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and other home appliances. 

At its recent price of 207», 
Rheem common stock is off 181, 
points from its 1956 high of 
391. Holders of the issue, willing 
to exercise patience, while fore- 
going income return on their 
shares, might maintain their posi- 
tion awaiting more favorable de 
velopments from the changeove 
in the Government Products Divi 
sion and possible improvement i 
the container and appliance divi 
sions. 


Underwood Corporation action las 
May in halving its quarterly div 
dend from 50 to 25 cents a shar 
undoubtedly was prompted b: 
first quarter earnings of 20 cent 
a share, down from 58 cents fo 
the corresponding period of 1955 
Although regular product sale 
for the three months to March 31 
1956, ran 10% higher than a yea) 
ago, the big factor for lower earn 
ings was an 80% drop in billing: 
for Government defense work, to 
gether with heavy research, de. 
velopment and_ sales-promotior 
expenses. These expenses have 
continued throughout the first 
seven months, resulting in a defi- 
cit for that period of $4,778,183, 
equivalent to a loss of $6.41 a 
share, although net sales and ser- 
vices amounting to over $47.4 
million exceeded the total in the 
like months of last year by more 
than $1.4 million. The disappoint- 
ing 1956 seven months’ showing 
in earnings reflected a writeoff of 
inventories with respect to three 
discontinued products and related 
tooling and other expenses; ex- 
perimental and development costs 
in connection with proposed new 
products; reduction of inventory 
values of certain other products, 
as well as costs in connection with 
proposed building of new fac- 
tories, now postponed. These 
writeoffs totaled $4.2 million 
which, with operating losses of 
$587,230 prior to these write offs 
and adjustments, brought total 
loss for the first seven months to 
the $4.7 million mark, of which 
approximately $3.7 million will be 
available as a tax carry-over for 
deduction against taxable income 
in the years 1957-62. 

In view of the first seven- 
months’ loss and the expectation 
that losses will be incurred for 
the remaining months of 1956, it 
is reasonable to question the stab- 
ility of the current 25-cent quar- 
terly dividend. Underwood re- 
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cently created a new $5 million 
debenture issue carrying a con- 
version clause and a sinking fund 
requirement to retire $300,000 de- 
bentures on each October 1, 1962 
to 1970. Proceeds from sale of this 
issue will be for plant moderniza- 
tion, development of new products 
and expansion. In line with this 
program, branch offices through- 
out the country are being modern- 
ived and in the New York City 
office extensive alterations are be- 
ing made for the purpose of estab- 
lishing a data processing center. 
At this latter point, an Under- 
\,ood Elecom Model 125 electronic 
ymputer will be in operation and 
\vill be used to process the cor- 
poration’s own accounting meth- 
ds, for demonstration to pros- 
ective customers and for rental 
con a time basis. 

Underwood, over the long term, 
should be able to show satisfac- 
tory progress, but unless an in- 
vestor now holding the stock is 
content to exercise patience await- 
ing developments, a switch from 
ihe issue to another having more 
immediate market possibilities is 
suggested. —END 





The Retailers: 
Varied Fortunes of the Giants 





(Continued from page 137) 

of 4.69% for August this year 
over August last year, saw its 
September gain cut to 0.53%. 
This showing, however, cannot 
be used as a trend index. Al- 
though no all-encompassing ex- 
planation would account for the 
reduced rate of gain, a factor 
undoubtedly was warmer-than- 
usual weather that slowed initial 
fall consumer buying. 

Even so, Spiegel, for the nine 
months to the end of last Septem- 
ber, was able to report consoli- 
dated sales totaling $81.9 million, 
up $7.6 million, or 10.17% from 
the corresponding nine months of 
1955. Spiegel’s most recent earn- 
ings statement is that for the six 
months to last June 30. For that 
period, net profits were a little 
more than $1 million, the equiva- 
lent of 51 cents a share on the 
1.646,664 outstanding common 
shares at the close of June. This 
showing fell short of matching 
the 58 cents a share on 1,612,394 
shares outstanding as of June 30, 
1955, a contributing cause for the 
dip being increased interest 
charges, as well as non-recurring 
costs arising from enlargement of 
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plant facilities and expenditures 


in connection with the opening of 
additional catalog order units. 
These are growing in importance 
in generating sales. 

With the expectation of a good 
sales volume in the final 1956 
quarter borne out, Spiegel’s con- 
solidated net sales for the year 
should show an appreciable gain 
over 1955 volume of $130.4 mil- 
lion with consolidated net earn- 
ings, after preferred dividends, 
being comparable with the $2.42 
per common share realized for 
1955, again providing adequate 
coverage for 25-cent quarterly 
dividends. Closing of unprofitable 
retail stores and promotional ef- 
forts to increase mail-order sales 
volume should be reflected in fur- 
ther earnings gain. 


For the first six months of its 
current fiscal year ending next 
January 31, Montgomery Ward 
& Co. net sales increased to $467.4 
million, a gain of 10.5% over the 
volume for the comparable period 
of last year. In common with its 
chief competitors, however, Sep- 
tember sales gain failed to hold to 
the earlier pace, being up only 
2.5°~ from the like month of 1955 


but, nevertheless, pulling volume 
for the first eight months up to 
$702.4 million, or 9.7% higher 
than a year ago. With four 
months, including the big three, 
still to go, indications are that 
Ward’s sales once again will top 
the billion-dollar mark in the cur- 
rent year. On a conservative es- 
timate, however, earnings for the 
year probably will equal $2.80 a 
share, This would compare with 
$2.62 for fiscal 1956, both figures 
being adjusted to reflect the 2- 
for-1 stock split, effective last 
May. 

In making this calculation, 
weight has been given to extra- 
ordinary expenditures the revital- 
ized Ward is making in improving 
facilities, opening new catalog 
order units and planning for the 
opening of new retail stores, the 
first in 15 years. The first of the 
new retail units is scheduled to 
be situated in the Livonia Shop- 
ping Center near Detroit, with a 
second large unit in the Village 
Shopping Center close to the edge 
of Gary, Ind. Both new stores, to 
be built by developers, are ex- 
pected to open for business some 
time late in 1957. 

Meanwhile, Ward has contin- 
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ued to add to its number of cata- 
log order stores. During the first 
six months, 64 of these sales gen- 
erating units were opened and it 
is expected that 76 additional 
units will be put into operation 
during the final six months of the 
year, bringing the total in the 
chain to 424. Ward also is taking 
advantage of its strong finances 
to promote credit selling, the re- 
sults of this effort being reflected 
in time payment accounts totaling 
$203.7 million on July 31 last, an 
increase of more than $47 million 
from the outstanding credit vol- 
ume a year ago. 

At July 31, this year, Ward’s 
holdings of cash and U. S. Gov- 
ernment securities totaled $177 
million. It is unlikely, however, 
that any immediate consideration 
will be given to changing the pres- 
ent 50-cent quarterly dividend 
rate, although cosideration may 
be given to extras. In this con- 
nection, management recently 
stated it preferred to maintain 
this strong financial position to 
carry out expasion plans and to 
take advantage of opportunities 
for profitable merchandising oper- 
ations. The stock is worth retain- 
ing for growth potentials. 


Sears, Roebuck & Co., continues 
to reflect benefits it has been re- 
alizing from its broad expansion 
and vigorous merchandising poli- 
cies that brought net sales last 
year to a record high of $3,306,- 
000,000 and net income, adjusted 
for 3-for-1 stock split, to $2.15 a 
share, the latter being 12.3% 
above the previous year. For the 
first eight months of the current 
fiscal year, ending next January 
31, sales were 7.3% higher than 
in the comparable months of last 
year, increasing to $2,323,000,000 
ftom $2,165,000,000. In its semi- 
annual, unaudited earnings report 
covering the first six months, net 
income was a little more than 
$62.8 million, or 86 cents a share. 
This compares with net income of 
approximately $59.7 million, or 82 
cents a share a year ago. 

Sears, which added eight retail 
stores to its chain last year to 
bring the total to 707 in opera- 
tion, added 85 catalog order offic- 
es, to bring the total of these units 
to 694. At the last year-end, it had 
24 additional new stores on which 
construction had been started, 23 
of which were scheduled to be 
opened for business before the 
end of fiscal 1957. Within the four 
years to January 31, 1955, alone, 
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Sears’ expansion program has in- 
volved expenditures of $207.3 mil- 
lion, of which its share has been 
$99.3 million with the balance of 
$108 million being provided by 
outside capital. Nohwithstanding 
the sizable expenditures in these 
as well as previous postwar years, 
Sears has maintained its finances 
in an extremely healthy state. As 
of last January 31, it held $190.7 
million in cash and its working 
capital stood at $938.6 million. 
The only capital obligation ahead 
of the stock was $200 million in 


notes payable to banks, on which - 


the due date is November 15, 
1956. It is understood that the 
company will prefer to refinance 
this debt rather than cover it by 
discounting additional receivables 
for the needed funds. 

Since the 3-for-1 stock split last 
December the new stock has been 
receiving dividends of 25 cents 
quarterly, plus an extra of 15 
cents, and 1% in stock. On the 
basis of the regular and extra cash 
dividend, the shares, currently 
priced at 31, are selling to yield 
3.7%. This is a moderate income 
return but should be weighed with 
the attractiveness of the issue as a 
long-term holding. 


From the foregoing comments 
on individual companies oper- 
ating stores in the retail field 
or through mail-order catalogs, 
the 1956 outlook for the general 
merchandisers is for increased 
sales and from moderate to siz- 
able improvements in earnings. A 
similar trend is not so readily dis- 
cernible for companies in other 
divisions of merchandising, such 
as apparel for men or women, 
shoes, furniture and, for that 
matter, those stores that for a 
long time have been considered 
“variety” stores, some of which 
are fast developing into junior de- 
partment stores. 


This is particularly true of the 
W. T. Grant Co., which has broad- 
ened its merchandising policies 
and included in its stocks men’s 
work clothes and other wearing 
apparel, women’s wear, footwear, 
home-furnishings and _house- 
wares. Paralleling growth along 
this line, Grant has been increas- 
ing its sales potentials by opening 
new stores and enlarging or mod- 
ernizing many of its existing 
units. During the six months to 
last July 31, it opened 24 new 
stores in park-and-shop communi- 
ties, another new store at a down- 


town site, and modernized or en- 
larged 10 others. At the end of 
that period it had 595 stores, in- 
cluding six temporarily closed 
while construction work is in 
progress. For the remainder of 
the year, 43 new stores are slated. 
In addition 14 existing stores are 
scheduled to open in enlarged or 
modernized quarters. 

Grant’s growth is reflected by 
sales uptrend that carried volume 
in the first half of the current fis- 
cal year to $160.8 million, a gain 
of 9.2% over the comparable 
months of last year. Earnings for 
the six months of this year of 4) 
cents a share for the commo) 
stock were down from 58 cents 
a year ago. Contributing causes 
for the dip were increased sales - 
promotion costs and expenses i 
connection with new store open- 
ings. With additional stores i 
operation and in anticipation of a 
much heavier sales volum 
through the balance of the cur- 
rent calendar year, earnings fo 
the 12 months to next January 31 
should make a favorable compari 
son with the $3.71 a share shown 
for the previous year. 

At current price of the commo! 
stock around 36, the well-pro 
tected $2 annual dividend afford 
a yield of 5.5%. Would retain the 
stock for yield as well as fo: 
zrowth prospects. 


Woolworth (F. W.) Co., al 
though many of its stores con- 
tinue to retain the “old look” as 
far as merchandise and displays 
go, is continuing to enlarge its 
merchandise assortment in keep- 
ing with requirements created by 
suburban growth and the coming 
into existence of the rapidly grow- 
ing number of shopping centers. 

In addition to the upgrading of 
infant’s, children’s, and soft-goods 
departments, new lines of casual! 
sportswear have been developed 
and special attention is being giv- 
en to outdoor-living lines of mer- 
chandise and accessory items. At 
the same time, the number of self- 
service stores is being increased 
at a rate that is expected to bring 
the total of such units to 650 by 
the end of this year. Last year, 
Woolworth opened 89 new stores 
in localities in which it was not 
previously represented. Of this 
total, 68 were in shopping centers 
and the remaining 21 were either 
in downtown or community retail 
areas. All of these new units as 
well the 63 stores, that either were 
moved to new sites or enlarged, 
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were given the Woolworth “new 
look” through increased space and 
introduction of new fixtures 
which make possible more efficient 
display of merchandise. 

Sales of the company in this 
country, Canada and Cuba, for 
the six months to last June 30, 
reached $343.5 million, a gain of 
a little more than $16 million, or 
491% over the like period of 
1955. Net income, including divi- 
dends received during the first 
half-year from the British and 
German Woolworths, and after 
provision for U. S., Canadian and 
Cuban income taxes, was equal to 
$1.86 a share, compared with 
$1.21 a year ago. Earnings for the 
full 1955 year amounted to $3.52 
a share and the company should 
better this for the year to end next 
December 31. 

Currently, dividends are being 
paid at rate of 6214 cents quar- 
terly. The stock, priced in the 
market at 44, is selling to yield 
5.6%, an attractive yield for this 
high quality defensive issue. 

—END 





Keeping Abreast 
of Corporate Developments 





(Continued from page 156) 


coming from western Kentucky, 
Ijlinois and Indiana mines. 

Peerless Woolen Mills, a unit of 
Burlington Industries, has hiked 
prices 5 cents a yard on seven 
ranges of wool and wool-blended 
flannel fabrics. The increase 
brings the price for all-wool flan- 
nel to $2.50 per yard and raises a 
wool-orlon blend type to $2.4714 
per yard. The company attributed 
higher prices to a 10-cent hourly 
wage increase for Southern textile 
workers. Fabrics involved are used 
largely in men’s and boys’ slacks 
and suits. 

Three major shirt producers 
have raised prices of their spring 
lines of men’s shirts. Manhattan 
Shirt Co. and Phillips-Jones Corp. 
announced higher prices on sev- 
eral of their popular price lines. 
Earlier, action was taken by 
Cluett, Peabody & Co. Other price 
boosts are likelv in the trade be- 
fore the end of the year. 

Green Bay Mining & Explora- 
tion, Ltd. has received commit- 
ments for a $3 million loan from 


two European banks, one in Am- . 


sterdam, Holland, and the other in 
Geneva, Switzerland. The loan, ar- 
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ranged by Stahl, Miles & Co., Ltd. 
of Edmonton, Canada, will be used 
to finance a 1,000-ton-per-day con- 
centrator in the Herb Lake area of 
Manitoba, where Green Bay dis- 
covered a sizable lithium deposit 
earlier this year. Michael M. Phil- 
let, president, said construction of 
the mill is expected to start by the 
end of this year and will cost an 
estimated $2.2 million. The bal- 
ance of the loan will be used by 
Green Bay for further exploration. 

END 





Industrial Complex Gives 
C & O a Varied Diet 





(Continued from page 142) 


dieselization, compared with 39% 
last year. C&O calculates that 
the average rate of return on its 
diesel investment has been about 
28% and figures that without the 
diesels its 1955 costs of operation 
would have been $25 million 
greater. 

C&O had 87,000 freight cars 
early this year and new orders 
placed during 1956 (second larg- 
est among railroads) are pushing 
rolling stock toward the 100,000 
mark, Its: modern car-repair 
shops use assembly-line methods. 
As a result of its planned track 
and rolling-stock repairs, there 
is no deferred maintenance on 
C&O. The face-lifted C&O in 
the post-war decade has all new 
passenger cars, 88% of its loco- 
motives are post-war vintage, 
91% of its freight cars and 57% 
of the train ferries. 

Earlier this month, the road was 
granted a 60% fast tax writeoff by 
the Government on $18 million 
worth of roll-on, roll-off ships. 

The new C & O, although it 
ranks only sixteenth in mileage 
among American railroads, has 
been able to generate the third 
largest net income among rail- 
roads, surpassd only by Union 
Pacific and Atchison, Topeka & 
Santa Fe. 

The road’s assets probably 
crossed the billion-dollar mark 
this past summer. 


A Profit In Each Year 


In a field of endeavor that is 
highly cyclical, C &O, which. is 
largely dependent on demand for 
coal, has an enviable record. It 
long has been noted for stability 
of earnings, having operated at a 
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THE TEXAS COMPANY 
217th 


Consecutive Dividend 
and Extra Dividend 


A regular quarterly dividend of 
| - 
| fifty cents (50¢) per share and 
| 








an Extra dividend of forty-five 
cents (45¢) per share on the 
Capital Stock of the Company 
have been declared this day. pay- 
able on December 10, 1956, to 
stockholders of record at the close 
of business on November 9, 1956. 


The stock transfer books will re- 
main open. 
S. T. CrossLanp 
Vice President & Treasurer 
October 18, 1956 












| in Growin 
| vest EARN 9 DENVER, 
1 INSURED 
\@ Regd savines/ 
; 344% compounded twice yearly. In- / 
sured to $10,000 by the Federal Sav- 


\ _ ON YOUR 
Full amount earns 
ings and Loan Insurance Corpora- 


tion. Assets over $23 million. 





| 
| CAPITOL FEDERAL SAVINGS 


1623 Court Place 


Denver, Colorado 








DIVIDEND NO. 68 35> 
Hudson Bay Mining 
and Smelting Co., Limited 


A Dividend of one dollar and 
twenty-five cents ($1.25) (Cana- 
dian) per share and an extra Divi- 
dend of one dollar ($1.00) (Cana- 
dian) per share has been declared on 
the Capital Stock of this Company, 
both payable December 17, 1956 to 
shareholders of record at the close 
of business on November 16, 1956. 


J. F. McCARTHY, Treasurer. 
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profit every year since 1889. Con- 
sistently, C&O carries through 
to net income a greater propor- 
tion of revenues than most other 
carriers. In 1955, as an example, 
15.2% of its revenues were car- 


ried through to net, compared 
with only 9.1% for all Class 1 
railroads. Low passenger mileage 
and high traffic density are im- 
portant factors, to be sure, but 
most vital is the road’s outstand- 
ing record of efficient operation. 

In 1955, C & O topped a lot of 
its old records. Net was a record 
$58 million, operating revenues a 
record $380 million, merchandise 
revenues were a record $163 mil- 
lion and coal revenues a near- 
record $189 million. And the 
decade-long span of improvement 
continues to pay off, for more 
records are slated to fall this 
year. This is the record for 1956 
to date: 

September earnings were equal 


to 75 cents a snare, compared 
with 65 cents for September of 
1955. Net income for the first 
nine months of this year totaled 
$47,753,000, or $5.95 a common 
share, against $5.27 for the com- 
parable 1955 period. Gross reve- 
nue for September were $36,332,- 
000, against $34,059,000 in 1955. 
The gross for the nine-month 
period was $309,909,000, com- 
pared with $278,127,000 for the 
same period of 1955. 

With prospects bright for a 
good fourth quarter, there is little 
doubt that the $7.25 a common 
share (a record) earned last year 
will be surpassed in 1956. The 
company should earn for all 1956 
on the order of $8 per common 
share. 

As noted hitherto, the quar- 
terly dividend rate was raised a 
year ago to 87.5 cents from 75 
cents to provide a $3.50 annual 
payout. This is somewhat less 


than half of estimated earnings. 
In a period of heavy outlays for 
plant and confronted with a 
tight-money economy, the direc- 
tors have followed a conservative 
dividend policy. Nevertheless, it 
would occasion little surprise if 
C & O presently were to boost the 
return to stockholders to $4 per 
year. This could be done through 
a rise in the quarterly to $1, «1 
by paying an extra. 

In the parlance of the inves'*- 
ment fraternity, C&O must ie 
classed as a good-grade issue with 
above-average growth potential. 
The return to shareholders is lil)- 
eral and figures to get bette-. 
Those now holding the shares 
would do well not to disturb the r 
commitment. For new investor 
we consider it one of the best rai - 
road equities. The action of t!} 
stock reflected considerable st:- 
bility during the recent gener: | 
market decline. END 





—— The Chesapeake & Ohio Railway and the Ohio Valley — 


The Ohio Valley, newest of in- 
dustry’s growth areas, stretches 
nearly 1,000 miles from Pitts- 
burg to Cairo, Ill. The “beautiful 
Ohio” which carved the valley 
washes the borders of six states as 
it meanders along — Ohio, Penn- 
sylvania, West Virginia, Ken- 
tucky, Indiana and Illinois. 

The Chesapeake & Ohio Rail- 
way’s east-west route travels the 
Ohio Valley for 150 miles, through 
Southeastern Ohio (Cincinnati), 
Northern West Virginia (Hunt- 
ington) and Northeastern Ken- 
tucky (Ashland, Russell and Lex- 
ington). C&O serves over 300 
industries in the area, such as 
Armco Steel, International 
Nickel, Ashland Oil, huge elec- 
tric-generating plants and three 
atomic-energy plants—at Fernald 
and Portsmouth, O. and at Hunt- 
ington, W. V. In addition, there 
are chemical plants, paper mills, 
textile industries and a host of 
smailer concerns. 

The region of West Virginia 
served by C & O is rich in natural 
resources. Approximately 55% of 
the state is underlaid with mina- 
ble bituminous coal and Hunting- 
ton is rapidly becoming one of the 
centers of the country’s chemical 
and synthetic production. Ken- 
tucky was endowed by nature 
with a rich carpet of timber and 
the area C & O serves is an im- 
portant lumber center. From this 
rich section come a great number 
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of manufactured products, as 
well as raw materials used by 
distillation plants in the manu- 
facture of photographic film and 
the wood and bark used by the 
tanning industry. 

Raw materials such as coal, 
timber, limestone, silica, salt and 
other minerals are found in C & O 
territory in the valley. Processed 
materials include clay products, 
glass, iron and _ steel articles, 
leather, machinery and machine 
tools, paper products, petroleum 
products and paint products. A 
great deal of the high-grade bitu- 
minous coal mined in C & O terri- 
tory is consumed to make power 
for industries in the Ohio Valley. 

Along the Kanawha River (a 
tributary of the Ohio and gener- 
ally regarded as in the “Ohio 
Valley area”) there has grown 
up a vast concentration of chemi- 
cal industries. The good bitumi- 
nous coal reserves nearby served 
by C & O probably were the main 
reason for this growth. 

Because of this coal and good 
transportation, E. I. du Pont 
Nemours & Co. six months ago 
announced its decision to build 
a huge chemical plant on 900 
acres of land four miles west of 
Maysville, Ky.—on the C & O. 

To serve the Ohio Valley, the 
C&O has several classification 
yards in the Huntington-Lexing- 
ton area. Each yard is designed 
for a specialized classification— 
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handling coal, east or westbounc, 
manifest freight or local freighi, 
as the case may be. 

Ashland yard has room for 
2,232 cars. This yard has hai 
many improvements in recent 
years and the capacity has been 
recently increased by 632 car: 
Not far west of Ashland, is Rus 
sell, largest car-retarder installa 
tion on the C & O system. It is th: 
main yard for east and west- 
bound coal movements, and its 
52 tracks have a capacity for 
5,820 cars. Some tracks can take 
160-car trains, Its dual hump can 
classify 4,130 cars per day, with 
both humps operating concur 
rently, so that each has access t« 
one-half the classification yard. 
Two hump conductors’ towers 
and four retarder towers must 
be manned for dual operation. 

At Stevens, Ky., across the 
Ohio River from Cincinnati is the 
eastbound classification yard fo) 
handling manifest cars. Onl) 
eastbound trains are humped. 
The 49.6 miles of track here have 
a capacity for 3,515 cars. 

In the Huntington area alone, 
C & O has more than 8,000 em- 
ployes and its properties there 
have been assessed for tax pur- 
poses at more than $16 million. 
C & O has invested more than $60 
million in property, facilities and 
equipment in the Huntington in- 
dustrial area (covering a radius 
of 25 miles). END 


STREET 














mm Hank ee Ue lhe ee oe 











SOUND PROGRAM FOR 
1956-57 


For Protection — Income — Profit 


There is no service more practical .. . 
more definite ... more devoted to your 
interests than The Forecast. It will bring 
you weekly: 


Three Investment Programs to meet 
your various aims ... with definite 
advices of what and when to buy and 
when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


Program 2—Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 


Program 3—Low-priced stocks for large per- 
centage growth. 


Projects the Market . . . Advises What Action to 
Take . .. Presents and interprets movements by 
industry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index. 
100 High-Priced Stocks. 100 Low-Priced Stocks; 
also Dow-Jones Industrials and Rails from 1942 
to date. 


Dow Theory Interpretation .. . tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 
date data, earnings and dividend records on 
securities recommended. 


Telegraphic Service .. . If you desire we will wire 
you in anticipation of important market turns. 
Washington Letter—Ahead-of-the-News interpreta- 
tions of the significance of Political and Legislo- 
tive Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 








Forecast Stocks Show Independent Strength... 


370% Gain on Boeing Airplane 
233% Profit on General Dynamics 





On April 6, 1956 when the market reached its highest point 
this year, Boeing closed at 8134—while General Dynamics 
closed at 611%. Despite the sharp decline that has taken 
place since then, Boeing has appreciated 267% points—while 
General Dynamics has gained 1014 points. 


Boeing Airplane was recommended to subscribers at 46— 
prior to the 2-for-] stock split in 1954 which marked our 
cost down to 23. On August 6, 1956, Boeing was split again, 
2-for-1, reducing our cost to 1114 for the new shares which 
are selling at 5414—representing 370% enhancement. Cash 
dividends of $1.50 seem assured for a 13% yield on our 
original buying price. 

Also, we recommended General Dynamics in April. 1954, 
at 43. It was then split 2-for-1, marking our cost down to 
2114. Now, the company has just proposed a 3-for-2 stock 
split. On this good news, General Dynamics has now reached 


715%—to show 233% gain from our original recommended 
price. The $2.20 dividend yields 10.2% on our cost. 


We have recently released 2 new recommendations—to be 
followed by further selections of promising new opportun- 
ities at sound buying levels. We believe our new and coming 
buying advices will help us to maintain our outstanding profit 
and income record of the past two years. 


ENROLL NOW—GET ALL OUR RECOMMENDATIONS 
The time to act is now — so you will be sure to receive all 
our new and coming selections of dynamic income and profit 
opportunities at strategic buying prices. 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to buy our new recommendations. 








Mal Coupon 
Jjoday. 
Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 99 Broad Street, New York, N. Y. 
I enclose [] $75 for 6 months’ subscription: [] $125 for a year’s subscription 


SPECIAL OFFER—Includes one month extra FREE SERVICE 














(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
SPECIAL MAIL SERVICE ON BULLETINS 





MONTHS’ 5 
Air Mail: $1.00 si ths; $2.00 
SERVICE 73 oa year in U. Ss. and Canada, O re 
Speci Delivery: a six menths; 
l MONTHS’ $125 r $10.40 one year. 
SERVICE eal peapiet aha ater eee aE Reet tres 
BI. <2 xss:2si2oach cil Has dabienesnosaeabia born ooundemtbacateaamiins 
Complete service will start at Cit _ 
once but date as officially be- WVY ee ceeeeceeeeeeneeeereeeeeeeeeteeeereeeeseecesseeeeenseactaseneeeeas 
ginning one month from the day TIT 6c acl ind cancteuchinigiileaeiabsaanentnnaneteneltt 


your check is received. Sub- 
scriptiens to The Forecast are 
deductible for tax purposes. 


CCTOBER 27, 1956 





Your subscription shall not be assigned at 
any time without your consent. 


7} Telegraph me collect in anticipation of 
important market turning points .. . 
When to buy and when to sell . . . when 
to expand or contract my position. 








initial analytical and advisery repert. 
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Cyclical Plywood Seeks 
Merger, Diversity Refuge 





(Continued from page 147) 


through its nation-wide chain of 
warehouse-distribution units. 

The fiscal year which ended 
April 30 was the most successful 
in the company’s history. Sales 
totaled $202,832,000, compared 
with $150,566,000 in the fiscal 
year that ended April 30, 1955. 
Earnings were a record $11,277,- 
000, equal to $5.22 on each of 
the 2,031,070 common shares, the 
average number: of shares out- 
standing during the fiscal year. 
Earnings for the previous fiscal 
year were $7,638,000, equal to 
$4.07 per share on 1,762,670 
shares, the average number out- 
standing during that fiscal year. 

Incidentally, a decline in soft- 
wood plywood prices, occurring 
after the close of the latest fiscal 
year, was reflected in year-end 
inventory values. As a result, 
earnings were adversely affected 
to the extent of 18 cents a com- 
mon share. 

For the three months to July 
31, 1956—first quarter of the cur- 
rent fiscal year—sales of over $51 
million topped the little more than 
$49 million registered in the in- 
itial three months of the preced- 
ing year. Net profit, however, 
slipped to $2,630,000 from $2,- 
655,000. Doubtless, it has slipped 
a good deal more in the second 
quarter, which ends October: 31. 
Thus, while it may come close to 
the $1.06 per share earned in the 
initial quarter of this fiscal year, 
it will not compare favorably 
with the $1.55 a share earned in 
the second quarter a year ago. 

Yield in U. S. Plywood is liberal 
and earnings-dividend record is 
good. The company should get 
substantial help from any price 
recovery, which could come next 
spring with an upturn in build- 
ing. It would seem worth holding 
as an interesting speculation. 


Plywood and Paper 


Plywood companies have a na- 
tural attraction for paper enti- 
ties. The Mengel Company, a long- 
time factor in the plywood field, 
has been consolidated on the bal- 
ance sheet of Container Corp. of 
America, which now owns all but 
a negligible amount of Mengel 
stock. The acquisition was 
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achieved through purchases of 
stock in the open market and, more 
recently, through an offer to ex- 
change stock. 

About 60% of Mengel’s busi- 
ness consists of the conversion 
of forest products into flush doors, 
furniture and cabinets. It also con- 
trols vast timberlands in Georgia 
and adjoining states. In addition, 
Mengel operates shipping - con- 
tainer factories in the South and 
East. 

For an investor, just keeping 
up with Long-Bell Lumber Co. is 
a large-size chore. In 1954, that 
company bought from M and M 
Woodworking Co., pioneer of the 
fir plywood industry, its plywood 
buildings and equipment at Long- 
view, Wash. ... (M & M stock- 
holders, in June of this year, 
voted in favor of liquidation and 
sale of remaining corporate assets 
to Simpson Timber Co. of Se- 
attle.) 

Long-Bell now is slated to go 
the way of many another plywood 
factor—into paper. A merger 
agreement between Long-Bell and 
International Paper, kingpin of 
the paper industry, was reached 
in August. Long-Bell has applied 
for a ruling from the Internal 
Revenue Service whether the 
merger will be tax free to com- 
pany and stockholder. Meetings 
of stockholders in the companies 
involved have been deferred until 
the end of this month to give the 
Government more time for a 
ruling. 

Georgia-Pacific Corp. (it was 
Georgia-Pacific Plywood until this 
year) was active a couple of years 
ago in talks with International 
Paper, but nothing came of the 
conversations. That company long 
has been anxious to lessen over-all 
emphasis on fir plywood. Earlier 
this year, the company said it was 
going into the paper business 
through construction of a kraft 
paper and paperboard mill at 
Toledo, Ore., with productive ca- 
pacity of 90,000 tons per year. 
Georgia-Pacific also is interested 
in some projects in the paper 
field in Alaska. Although G-P is 
prominent in the plywood field, 
its major expansion figures to 
come in pulp and paper. This field 
offers the opportunity of using the 
plentiful supply of residual wood 
left after making plywood of a 
log. At present, the company sells 
these wood leftovers as chips for 
$900,000 per year. Paper sales, 
beginning in 1958 and utilizing 
these same by-products, are ex- 
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pected to produce $12 million yy Rob 
annum. Wthe 

Directors of G-P, at a meeti 195: 
July 31, declared a quarterly = 
vidend of 45 cents plus the qua | 
terly stock dividend of 2%. Ka 
lier this year, the quarterly pa 
out was 25 cents plus the stog 

Also, on July 31, directors 4 
cided te split the common 2-for- 
The company intends to pay 2 
cents quarterly on the newly-spli 
shares and continue the 2% quar 
terly dividend on the new share 

The company, which had |; 
252,434 common shares outstani 
ing at June 30, filed a registratig 
statement with the Securities anf 
Exchange Commission on Se “ 
tember 30 covering a maximu 
of $17.5 million of its commo . 
stock. Number of shares to a 
offered, it was decided, would no a 
exceed 500,000 shares. as 

This is the company th: 
opened its doors for the first timg j;,. 
in September of 1927 at August 
Ga., employing 20 people. Almos 
as sensational, at least over th 
past year, has been the action i 
the stock. The old shares range 
between 82 and 36. Those share 
sold at 40 when cited in THI 
MAGAZINE on October 1, 1955 
Even then, they had alread; 
staged something of a a be 
rise, the article noting that th 
1954-1955 price range was 411}, 
1014. The rise is even heftieg 4; 
when allowance is made for th... 
quarterly stock dividends. 

The stock would seem to hav4 jn 
discounted liberally any upsurg® ap 
in near-term business. Its earning w, 
record is erratic. 

While Atlas Plywood Corp. hag Ju 
recorded considerable growth, iff 43 
has not done anywhere near as ye 
well as the softwood plywood con Bi 
cerns that struck it ‘rich in the 0( 
fir plywood industry a few years fr 
ago. a 

Hardwood plywood always has 
been the backbone of the Atlaf | 
business, which is largely the 
manufacture of such products a: 
boxes and packing cases for in-}#! 
dustry. de 

One difficulty being faced by 
Atlas is the rising tide of Japa- 
nese imports. The company has 
calculated that imports of Japa- 
nese hardwood plywood, made in 
Japan from mahogany logs cut In 
the Philippines, are about equal 
to sales of domestic hardwood 
plywood. 

This 31-year-old company noW{p 
is undergoing a sweeping change. 
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Robert A. Muller, who assumed 
the presidency of Atlas in June, 
1955, must cope with such prob- 
lems as: 

Lack of coordination between 
parent company and its subsidi- 
aries, Plywood, Inc. and Davidson 
Plywood; the company, in its pe- 
riod of growth and profits, ac- 
cumulated many manufacturing 
plants, most of them without suffi- 
cient reserves of raw material to 
sustain continuous profitable op- 
erations under present-day con- 
ditions; an organizational prob- 
lem requiring management depth 
at the immediate level, under com- 
pany executives, to strengthen the 
operative and marketing person- 
ne! and to assist them in keeping 
pace with the rapidly changing 
picture in the industry; insuffici- 
ent working capital and cash re- 
serves. 

This last, in addition to restric- 
tive covenants in bond deben- 
tures, prevented beneficial timber 
acquisitiens which other com- 
panies in the industry were able 
to purchase at prices substantia'ly 
under those now prevailing, thus 
giving them advantages inherent 
in a large reserve of low-cost raw 
materials for their operations. 

Finally, many of the Atlas en- 
trenched products, which previ- 
ously had been the backbone of its 
profitable sales structure, were 
displaced by other products, such 
as paper and corrugated contain- 
ers which have made alarming 
inroads into certain fields of pack- 
aging formerly dominated by 
wood and plywood containers. 

For the fiscal year that ended 
June 30, Atlas sales rose to $58,- 
433,000, from $55,342,000 in the 
year that ended June 30, 1955. 
But net profit slid to a mere $404,- 
000, or 15 cents a common share, 
from $1,045,000, equal to 90 cents 
a share, in the preceding year. 


From the Investor’s Viewpoint 


The plywood industry has had 
an amazing rise in the post-war 
decade. Before the war, U. S. Ply- 
wood did a yearly business of 
$6.5 million, Atlas less than $5 
million and Georgia-Pacific little 
more than $2 million. While the 
war was on, the plywood people 
turned out many items not avail- 
able from other sources. After the 
war, they surged forward with 
the buikding boom, becoming a 
strong competitor of lumber. 
Between 1940 and 1955 the per- 
capita sales increase for plywood 
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was 202%, compared with a gain 
of only 14% for lumber, 35%. for 
steel, 39% for brick and 85% for 
cement. 

But the representative com- 
panies in the plywood industry 
did not advance evenly. Not a 
few were unable to meet the en- 
ormous financial needs of a bur- 
geoning business, while others 
lacked the management or sales 
organization. 

Earnings in the plywood indus- 
try are subject to wide swings, 
demonstrated over the past sev- 
eral years. Weakness in the price 
structure and other problems 
cited, inject a note of caution for 
the investor at this time. END 





The Most Crucial Election 
In Years 





(Continued from page 121) 


were permitted to vote for a Sec- 
retary of State, he would just be 
snowed under. Mr. Dulles should 
retire—not only because most of 
us would like him to, but because 
a man of greater vision is needed 
in that post. Grantirg that he is 
a man of high integrity, a very 
hard worker, and faces unusually 
difficult problems, we still feel he 
is inept psychologically, and lacks 
the approach necessary to suc- 
cessfully direct our foreign affairs 
in this crucial time in world his- 
tory. 


The Hydrogen Bomb Issue 


Mr. Stevenson, in a fit of pique 
at Estes Kefauver (when they 
were opposed in the primary elec- 
tion), said there was such a thing 
as “wanting to be President too 
much”. And Mr. Stevenson is 
proving this by injecting the pro- 
posed elimination of further hy- 
drogen experiments and the draft 
—strangely similar. They really 
have no part as an issue in the 
campaign. It is surprising that 
Mr. Stevenson should persist in 
this dangerous theory, especially 
since President Eisenhower in his 
answer has said that we are con- 
tinuing to explode these bombs in 
order to find a way to avoid ill- 
effects from fall-out. And the 
President has expressed himself 
forcibly on his willingness to halt 
such tests, but only under the sys- 
tem of air-tight inspection—and 
this is the only safe way for our 
country. 








SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 71 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able December 13, 1956 to 
stockholders of record at the 
close of business on No- 
vember 30, 1956. 


H. D. McHENRY, 
Vice President and Secretary 


Dated: October 20, 1956. 


























CARBON COMPANY 


One-Hundred and Fortieth 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock of 
the Company will be paid December 
10, 1956 to stockholders of record at the 
close of business November 15, 1956. 


RODNEY A. COVER 
Vice-President — Finance 








DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 
day declared a quarterly 
cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able December 5, 1956, to 
stockholders of record at 
close of business October 
30, 1956. 


LOUIS B. GRESHAM, 


October 16, 1956 Secretary 

















U niteo States Lines 
Company 


Common 
Stock 
DIVIDEND 





The Board of Directors has authorized the 
payment of a dividend of fifty cents 
($.50) per share payable December 7, 
1956, to holders of Common Stock of 
record November 16, 1956, who on that 
date hold regularly issued Common Stock 
($1.00 par) of this Company. 


CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 








As a protagonist of the aerial 
inspection program, Mr. Eisen- 
hower up to date, has not suc- 
ceeded in getting Russia to agree 
to the necessary safeguards em- 
bodied in his aerial inspection 
plans. Mr. Stevenson should ex- 
plain how he would force Russia 
to live up to such an agreement 
if he proposes anything different 
from the plan of President Eisen- 
hower. 


The Hate-Nixon Crusade 


The campaign against Vice- 
President Richard Nixon by the 
Democrats has risen in fury and 
violence—and yet no one we have 
talked to, and we talk to many 
people, has actually been able to 
tell us logically why they are 
against him. It seems to us from 
what we have learned that the 
Nixon myth is based on impres- 
sions rather than facts. 

One prominent man told us: 
“The President does not really 
want Nixon, or he would not have 
permitted Stassen to campaign 
against him.” And yet, on the face 
of it, it looks as though all that 
President Eisenhower did and 
said was to give Stassen just 
enough rope. 

It was a taxicab man who gave 
us another angle in reply to our 
question as to why he did not like 
Nixon. He said: “The boys have 
no confidence in Mr. Nixon be- 
cause he wears an old-fashioned 
three-button coat fastened right 
to the top that makes him look like 
a reactionary. We expect the Vice- 
President of the United States to 
dress as well as the President, and 
to be just as fashionable, he 
should wear a one-button jacket.” 

Actually, the truth as everyone 
should know, is that President 
Eisenhower wouldn’t even have 
Nixon around if he thought he 
lacked integrity and was not con- 
vinced of his capabilities. And ask 
yourself: Would you rather have 
Kefauver than Nixon. And that’s a 
possibility too that is in the lap of 
the gods. 


Promises and Promises 


All in all, both Mr. Stevenson 
and Senator Kefauver are making 
hysterical appeals to the voters, 
and have not hesitated to promise 
something for everybody—from 
the child in school to increased 
welfare benefits from the cradle 
to the grave. How all this will be 
reconciled with any plan to bal- 
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ance the budget passeth all under- 
standing. But then a _ balanced 
budget never was a fetish of re- 
cent Democratic Administrations. 


And Now — 


As we enter the last phase of 
the election campaign, let us sum 
up the points to consider as we 
go to the polls: 


1. Do we want a One-Party 
Government and what it 
could lead to? 

2. Do we want a Labor Gov- 
ernment—because if Reu- 
ther got into power through 
Stevenson, it would cer- 
tainly spell dictatorship, for 
the attitude of Unions to- 
wards the workers is mono- 
polistic and dictatorial? 

3. Do we want a sound dollar, 
free enterprise, and a sound 
economy—lower rather 
than higher taxes, as would 
be necessitated by the de- 
fense and social spending 
programs advocated by 
Stevenson? 

Let’s ask ourselves these ques- 
tions when we go to the polls. 
The answer must be President 
Eisenhower. END 





Soaring Labor Costs Shrink 
Government Purchasing 
Power 





(Continued from page 127) 


discounts labor’s claim that wage 
increases are lagging behind pro- 
ductivity. 

Labor economists have not dis- 
puted the bureau’s figures with 
respect to the basic steel industry. 
They do say, however, that output 
per man-hour in manufacturing 
industries has increased 35%, in 
the eight-year span, but present 
no substantiation of the claim. 

The builder of the bomber men- 
tioned above, estimates man-hour 
productivity in his establishment 
has increased only 18% from 1947 
to 1955, against average wage in- 
creases of 61.8%. This stepped- 
up productivity is traceable to no 
willing effort on the part of labor, 
he declared; it came _ about 
through intensive management 
studies, coupled with utilization 
of every automation device avail- 
able. These studies were resisted 
by labor, he said and added: 

“We never experienced labor 
cooperation in our efforts to cut 
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production costs through more 
effective utilization of man-power 
or the application of automation, 
Labor’s attitude seemed to be: 
‘Why worry about costs, Uncle 
Sam wants the planes, he’ll foot 
the bill’.” 

The situation is discouraging, 
The nation’s defense and the na- 
tional economy are suffering. It 
may be later than we think! 
Needed is a drastic reappraisa’ of 
labor-management machinery for 
the resolution of wage demai ds. 

)ND 





Answers to Inquiries 
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082,019, equal to 3.52% of net 
sales. 

The earnings on each share of 
common stock, during the second 
quarter of this year, amounted to 
$1.33 on 1,482,178 common shaves 
outstanding at the end of said 
quarter, compared with $1.58 for 
the same quarter of the year 1955 
on 1,203,629 shares, representing 
the common shares outstanding at 
the end of the second quarter of 
1955 adjusted to the 10% com- 
mon stock dividend paid on Oc- 
tober 19, 1955. For the first 26 
weeks of 1956, the earnings on 
each of the 1,482,178 common 
shares outstanding amounted to 
$2.03, against $2.61 on 1,203,629 
shares outstanding at the end of 
the second quarter of the year 
1955, after adjustment for the 
foregoing 10% stock dividend. 

During the second quarter of 
this year, expenditures for adver- 
tising increased $1,178,669 over 
the corresponding quarter of the 
year 1955. Part of this increase 
was caused by the expenditures 
made by Morton Frozen Foods, 
Inc., which was not owned in the 
second quarter of 1955, but the 
major portion of the increase rep- 
resents additional expenditures 
for advertising of specialty breads. 
Advertising amounted to 4.12% 
of net sales during the second 
quarter of 1956, compared with 
2.94% of net sales during the 
second quarter of 1955. Manage- 
ment intends to continue such in- 
creased advertising during the bal- 
ance of 1956. 

Dividend policy has been con- 
servative and present rate is 50 
cents quarterly. Prospects over 
coming months appear satisfac- 
tory. END 
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Objective: RETIREMENT 


An Important Message to Investors with $20,000 or More 


Moos investors are aiming for eventual re- 
tirement ... whether they hope to arrive at 
their goal in five, ten or twenty years. 

We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for our nation 
is forging ahead in a new era of amazing 
scientific achievement, industrial advancement 
and investment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 
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T. information on Investment Management Service is yours for the asking. Our rates are 


based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THe MacGazineE or WALL StreEET. A background of forty-nine years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 





“T’ve tried ’em all. It’s Camels for me. They taste just right Hentufln Kitchen. 


and they’re real easy to get along with, pack after pack.” poCUMENTARY FILM CAMERAMAN 











R. J. Reynolds Tobacco Co., Winston-Salem, N. C, 


HAVE A REAL 


... Wdwe a 


CIGARETTE 


Camel! 


Discover the difference between “just smoking” and Camels! 


Taste the difference! 
Camels are full-flavored 
and deeply satisfying — 
pack after pack. You can 
count on Camels for the 
finest taste in smoking. 


Feel the difference! 
The exclusive Camel blend 
of quality tobaccos is un- 
equalled for smooth, agree- 
able smoking. Camels are 
easy to get along with. 


Enjoy the difference! 
Try today’s top cigarette. 
You'll see why more people 
smoke Camels, year after 
year, than any other brand. 
They’ve really got it! 








